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HON. EZRA TAFT BENSON, SECRETARY OF AGRICULTURE 

TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE 

J. EARL COKE, ASSISTANT SECRETARY OF AGRICULTURE 

JOHN H. DAVIS, DIRECTOR, COMMODITY MARKETING AND AD- 
JUSTMENT 

ROBERT L. FARRINGTON, ACTING DIRECTOR, AGRICULTURAL 
CREDIT SERVICES 

KARL D. LOOS, SOLICITOR, DEPARTMENT OF AGRICULTURE 

R. D. APLIN, DIRECTOR, DEPARTMENTAL ADMINISTRATION 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER 


Mr. Anpersen. The committee will come to order, gentlemen. 

We are pleased to have with us once again the Secretary of Agri 
culture, Mr. Ezra T. Benson. 

Mr. Secretary, the committee has received a copy of your order of 
January 21 realining the activities of the Department into four main 
groups, and also the supplement issued March 10 adding the new 
Foreign Agricultural Service. 


DEPARTMENTAL REORGANIZATIONAL PLAN 


[ note from the press this morning that a plan for the reorganiza 
tion of the Agricultural Department was sent to the Congress 
yesterday. 

In view of the importance of these plans to the appropriation re 
quirements of the Department, the committee would lke to take this 
opportunity to discuss them with you. Will you bring the committee 
up to date on the organization changes you have made thus far and 
the changes you have in mind for the future? 

Secretary Benson. I do not know how well prepared I am on the 
reorganization plan, but I will be happy to do what I can. 

Mr. Anpersen. Thank you. 

Secretary Benson. We have copies of the plan here, Mr. Chairman. 


DEVELOPMENT OF PROPOSED PLAN 


Maybe I could make a brief statement as to background, Mr. Chair 
man. Then, if you wish, we might read the proposed plan. It is only 
3 pages, and might give us the picture, 
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Mr. AnpersEeN. That will be satisfactory. 

Secretary Benson. Sometime before I was installed as Secretary 
of Agriculture, a committee began work on a study of the organization 
of the Department of Agriculture. Mr. John Davis, who was later 
made a member of the Secretary’s staff, was chairman of that com- 
mittee. They, of course, had the benefit of the Hoover Commission 
report. They had the benefit of a report, as I recall it, made under 
the chairmanship of Milton Eisenhower a number of years ago. They 
had help from several independent agencies. 

I might say that I consulted with them in the latter stages of it, 
before I was installed but after I had been named Secretary-designate. 

Out of that study came a report on the reorganization of the Depart- 
ment of Agric ‘ulture. However, before it was recommended to the 
President’s Reorganization Committee we took it before the National 
Agricultural Advisory Committee the President had appointed. 
They spent a full day and most or a good part of the night on it. 

We also took it to the heads of the major farm organizations and 
consulted with them. We discussed it with some of the leaders in 
Congress. 

In the meantime I was selecting my staff, and I ae with them 
about it. Later, after the staff was selected, it was reviewed and 
studied by them. 

Then, when we thought it was ready, we submitted it to the Presi- 
dent’s 3-man Committee on Government Reorganization, with Nelson 
Rockefeller as Chairman. Arthur Flemming and Milton Eisenhower 
are the other two members. We have spent a good deal of time with 
that committee on the plan. 

Finally, they felt it was ready to recommend. It then went to the 
Bureau of the Budget where it was again reviewed carefully and 
further consultation was had with the President’s Reorganization 
Committee. 

Finally it was submitted to the President and came before the 
Cabinet. I was present at the meeting. There were 3 or 4 plans, as 
I recall it, which came before that meeting, one of which has already 
preceded ours to the Congress, for the Federal Security Agency, 
under Mrs. Hobby. I think ours is the second one. 

The plan is a rather simple one, and yet it is very important. It 
does give the Secretary more authority than he has now. It provides 
for some additional help. 

I believe at this point we might read it, Mr. Chairman. 

Mr. Anpersen. Go an sir. 

Mr. Benson. Section 1. Transfer of functions to the Secretary. 
(a) Subject to the exce adeeae specified in subsection (b) of this sec- 
tion, there are hereby transferred to the Secretary of Agriculture all 
functions not now vested in him of all other officers, and of all agencies 
and employees, of the Department of Agriculture. 

(6) This section shall not apply to the functions vested by the 
Administrative Procedure Act (5 U. S. C. 1001 et seq.) in hearing 
examiners employed by the Department of Agriculture nor to the 
functions of (1) the corporations of the Department of Agriculture, 
(2) the boards of directors and officers of such corporations, (3) the 
Advisory Board of the Commodity Credit Corporation, or (4) the 
Farm Credit Administration or any agency, officer, or entity of, under, 
or subject to the supervision of the : said ‘Administration. 
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Section 2. Assistant Secretaries of Agriculture: Two additional 
Assistant Secretaries of Agriculture shall be appointed by the Presi- 
dent, by and with the advice and consent of the Senate. Each such 
Assistant Secretary shall perform such functions as the Secretary 
of Agriculture shall, from time to time, prescribe and each shall re- 
ceive “compensation at the rate prescribed by law for Assistant Secre- 
taries of executive departments, 

Section 3. Administrative Assistant Secretary: An Administrative 
Assistant Secretary of Agriculture shall be appointed, with the ap- 
proval of the President, by the Secretary of Agriculture under the 
classified civil service, and shall perform such functions as the Secre- 
tary of Agriculture shall, from time to time, prescribe. The provisions 
of the item numbered (1) of the third proviso under the heading 
“General Provisions” appearing in chapter XI of the Third Supple- 
mental Appropriation Act, 1952, approved June 5, 1952 (66 Stat. 121), 
are hereby made applicable to the position of Administrative Assist- 
ant Secretary of Agriculture. 

Mr. ANpDERSEN. What are the provisions just referred to, Mr. Loos # 

Mr. Loos. They fix the salary at the highest grade in the classified 
civil service, and provide it shall not be subject to limitation of num- 
bers and so forth. It is the same provision which relates to the corre- 
sponding position in Treasury, Commerce, Interior, and 2 or 3 others. 
I have a copy here if you would like to have it inserted in the record. 

Mr. Anpersen. We will do that following this statement. 

Secretar ’ Benson. It may be well to do it. 

Section 4. Delegation of functions: (a) The Sec retary of Agri- 
culture rs from time to time make such provisions as he shall deem 
appropriate authorizing the performance by any other officer, or by 
any agency or employee, of the Department of Agriculture of any 
function of the Secretary, including any function transferred to the 
Secretary by the provisions of this reorganization plan. 

(b) To the extent that the « ‘arrying out of subsection (a) of this 
section involves the assignment of major functions or major groups 
of functions to major constituent organizational a of the Depart- 
ment of Agriculture, now or hereafter existing, or to the heads or 
other officers thereof, and to the extent deemed ‘peaeitieabie by the 
Secretary, he shall give appropriate advance public notice of delega- 
tions of functions proposed to be made by him and shall afford appro- 
priate opportunity for interested persons and groups to place before 
the Department of Agriculture their views with respect to such pro- 
posed delegations. 

(c) In carrying out subsection (a) of this section the Secretary 
shall seek to simplify and make efficient the operation of the Depart- 
ment of Agriculture, to place the administration of farm programs 
close to the State and local levels, and to adapt the administration 
of the programs of the Department to regional, State, and local 
conditions. 

Section 5. Incidental transfers: The Secretary of Agriculture may 
from time to time effect such transfers within the Department of 
Agriculture of any of the records, property, and personnel affected by 
this reorganization plan and such transfers of unexpended balances, 
available or to be made available for use in connection with any af- 
fected function or agency, of appropriations, allocations, and other 
funds of such Department, as he deems necessary to carry out the 
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provisions of this reorganization plan; but such unexpended balances 
so transferred shall be used only for the purposes for which such 
appropriation was originally made. 

Mr. Anprersen. Have you any comment prior to our questions, Mr. 
Secretary / 

Secretary Benson. I wonder, Mr. Chairman, if it might not be 
advisable, also, to insert in the record the explanation which ac 
companied the transmission of the plan to the Congress, an explana 
tion made by the President of the United States. 

Mr. ANverseNn. We will have that inserted at this point. 

(The information is as follows:) 


MESSAGE FROM THE [’RESIDENT OF HE UNITED STATES TRANSMITTING 


) 


REORGANIZATION PLAN No. 2 OF 19538 


lo the Congress of the lt nited States: 


I transmit herewith Reorganization Plan No. 2 of 19538, prepared in accord 
nee with the Reorganization Act of 1949, as amended, and providing for 
reorganizations in the Department of Agriculture 

Reorganization Plan No. 2 of 1953 is designed to make it possible for the 
Secretary of Agriculture to simplify and improve the internal organization 
of the Department of Agriculture It is substantially in accord with the 
ecommendationus made in 1949 by the Commission on Organization of the 
Executive Branch of the Government 

With certain exceptions, Reorganization Plan No. 2 of 1953 transfers to 
the Secretary of Agriculture the functions now vested by law in other officers 
and in the agencies and employees, of the Department It allows the Secre 
tary to authorize any other officer, agency, or employee of the Department 
o perform any function vested in the Secretary. He is directed to utilize this 
delegation authority in such a way as to further certain objectives set forth 

the reorganization plan. Those objectives are to simplify and make effective 
the operation of the Department of Agriculture, to place the administration of 
farm programs Close to the State and local levels, and to adapt the administra 
tion of the programs of the Department to regional, State, and local conditions 
Further, to the extent deemed practicable by the Secretary, he is required to 

e appropriate advance public notice and to afford appropriate opportunity 
for interested persons and groups to present to the Department of Agricul 


ture their views on such proposed delegations of the Secretary as involve assign 
ments of major functions or major groups of functions to major constituent 
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organizational units of the Department or their officers 

Reorganization Plan No. 2 of 1953 will permit the establishment cf a clearer 
line of responsibility and authority from the President through the Secretary 
of Agriculture down to the lowest level of operations in the Department. It 
will make the Secretary responsible under law for activities within his depart- 
ment for which he is now in fact held accountable by the President, the 
Congress, and the public Also, it will enable the Secretary, from time to 
time, to adjust the organization of the Department in order to achieve con- 
nuous improvement in operations to meet changing conditions 

The Congress has in the past repeatedly followed the sound policy of vesting 
functions directly in department heads so that they can be held accountable 
for the performance of their agencies. In acting upon recommendations of the 
Commission on Organization of the Executive Branch of the Government, the 
Congress approved, in 1949 and 1950, a series of statutes and reorganization 
plans which applied that policy to all the executive departments except the De- 
partment of Defense and the Department of Agriculture. While some laws vest 
mportant functions directly in the Secretary of Agriculture, others place major 
functions in subordinate officers and agencies of the Department. By trans- 
ferring to the Secretary the latter functions, with certain exceptions, the re 
rganization plan corrects the present patchwork assignment of statutory fune- 
ions in the Department 

The functions excepted from transfer to the Secretary are the functions of 
hearing eXaminers under the Administrative Procedure Act; of the corporations 
of the Department, including their boards of directors and officers: of the 
Advisory Board of the Commodity Credit Corporation: and of the Farm Credit 
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Administration and the banks, corporations, and associations supervised by it 

The exception of the hearing examiners is in accordance with the intent of 
the Administrative Procedure Act, and is consistent with the status of hearing 
examiners in other departments and agencies. 

The corporations of the Department, together with their boards of directors 
and officers, are excepted because they have a different legal status than other 
constituent agencies of the Department. Bodies corporate have independent 
legal personalities and act in their own name rather than in the name of the 
Department of Agriculture or of the United States. 

The same reasons which prompt the exception of the corporations of the 
Department make desirable the exception of the entities supervised by the 
Farm Credit Administration. The Farm Credit Administration itself is also 
excepted, since it is anticipated that general legislation covering this field will 
be recommended to the Congress. 

The Department of Agriculture now has only one Assistant Secretary. Re- 
organization Plan No. 2 of 1953 provides the Secretary with two more Assistant 
Secretaries and an Administrative Assistant Secretary to aid him in super 
vising the Department. The Assistant Secretaries will be appointed by the 
resident, by and with the advice and consent of the Senate. The Adminis 
trative Assistant Secretary, will be appointed under the classified civil service 
by the Secretary, with the approval of the President. These methods of ap- 
pointment are similar to those prevailing in other executive departments. 

The Secretary will prescribe the functions to be performed by these new 
assistants. It is his intention to have the new Assistant Secretaries aid him in 
providing closer policy and program supervision over the Department of Agri 
culture, and to have the new Administrative Assistant Secretary perform sub- 
stantially the same role as that performed by the administrative assistant sec- 
retaries in other departments. Thus, the new officers will assist the Secretary in 
giving continuous attention to matters which are essential for the most efficient 
and economical operation of the Department 

The Secretary of Agriculture has advised me that the 2 new offices of Assist 
ant Secretary of Agriculture, and the 1 new office of Administrative Assistant 
Secretary of Agriculture, provided for in the reorganization plan, will merely 
replace existing positions in the Department, and that hence the creation of 
these offices will not result in any net increase in the personnel in the Depart 
ment of Agriculture. He has further advised me that both the number of officers 
and employees in the Office of the Secretary and the aggregate of their salaries 
will be less than those existing prior to January 1, 1953. 

The Secretary of Agriculture, aided by the Interim Agricultural Advisory Com 
mittee, has been studying the organization and functions of the Department of 
Agriculture. Recently the Secretary rearranged the organizational units of the 
Department so as to form (in addition to the Office of the Solicitor and a reo 
ganized Foreign Agricultural Service) four major groups of agencies, each with 
a supervising head to whom the agencies within the group report. By so doing 
the Secretary sought both to reduce the number of separate officials reporting 
to him and to improve coordination within the Department. Reorganization 
Plan No. 2 of 1953 will make it possible for the Secretary to make further inter 
nal adjustments within the Department as study and experience identify oppor 
tunities for improvement. It will thus further the better management of the 
affairs of the Department of Agriculture 

After investigation I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 2 of 1953 is necessary to accomplish one or 
more of the purposes set forth in section 2 (a) of the Reorganization Act of 
1949, as amended. 

I have found and hereby declare that it is necessary to include in the accom 
punying reorganization plan, by reason of reorganizations made thereby, pro 
visions for the appointment and compensation of two Assistant Secretaries of 
Agriculture and an Administrative Assistant Secretary of Agriculture. The 
rates of compensation fixed for these officers are those which I have found to 
prevail in respect of comparable officers in the executive branch of the 
Government, 

Reductions in expenditures will result from reorganizations of the Department 
of Agriculture made possible by the taking effect of Reorganization Plan No. 2 
of 1953, but such reductions cannot be itemized at this time. 

I recommend that the Congress allow the accompanying reorganization plan 
to become effective. 

Dwicut D. E1sENHOWER. 

fur Waite House, Varch 25, 1958. 
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Mr. AnpersEN. We will insert in the record at this point the state- 
ment mentioned previously by the Solicitor. 

(The information is as follows:) 

Section 3 of the plan refers to a provision appearing in the Third Supplemental 


Appropriation Act, 1952, approved June 5,1952. The provision referred to reads 
as follows: 

“Provided further, That (1) the position of Administrative Assistant Secretary 
of the Treasury established by Reorganization Plan Numbered 26 of 1950, the 
position of Administrative Assistant Attorney General established by Reorganiza- 
tion Plan Numbered 2 of 1950, the position of Administrative Assistant Secretary 
of the Interior established by Reorganization Plan Numbered 3 of 1950, the 
position of Administrative Assistant Secretary of Commerce established by 


Reorganization Plan Numbered 5 of 1950, and the position of Administrative 


Assistant Secretary of Labor established by Reorganization Plan Numbered 6 of 
1950, shall be filled without reference to section 1310 of Public Law 2538 of the 
Eighty-second Congress, as amended, shall be subject to the Classification Act 
of 1949, as amended, shall be placed in the highest grade set forth in the general 
schedule of such Act without regard to section 505 (b) of such Act, as amended, 
and shall be in addition to the number of positions authorized to be placed in such 
grade under such section, * * * .” 


EXTENT OF SECRETARY'S AUTHORITY 


Secretary Benson. As I understand it, the plan has two major 
features. In the first place it transfers to the Secretary authority 
over certain agencies within the Department which he does not now 
have. Apparently, from the study that has been made, the Secretary 
has authority over certain agencies within the Department. Over 
others he does not have similar authority. With the exception of 
those mentioned here, this would give him, apparently, equal authority 
over the remaining agencies. 

Secondly, it provides for 2 additional Assistant Secretaries and 1 
Administrative Assistant Secretary. 

Mr. Horan. Might I interrupt you right there? 

Secretary Benson. Yes. 

Mr. Horan. What is the extent of your authority, Mr. Secretary. I 
think that is pertinent. Weare holding you responsible for American 
agriculture. I think you feel that responsibility very sincerely. 

I would like to have Mr. Loos reply to that and tell us exactly where 
Secretary Benson’s authority begins and ends, so we may determine 
where we are authorized to criticize him if he makes a mistake and 
where we are out of bounds if we do criticize him. I want that clear 
before we start. 

Secretary Benson. I would like to say this, Mr. Horan: I hope I 
am not held responsible for the whole welfare of the agricultural in- 
dustry. I would like to feel that I share it with many people. 

Mr. Anpvrersen. Mr. Loos, lo you wish to comment ? 

Mr. Loos. There are some 20 agencies in the Department of Agri- 
culture at present. Of those whose functions are vested in the Sec- 
retary are the following units: The Agricultural Research Admin- 
istration, the Production and Marketing Administration, the Com- 
modity Exchange Authority, the Extension Service, the Foreign 
Agricultural Service, and the staff units to make up a total of 10. 

The staff units include Office of Budget and Finance, Office of Infor- 
mation, Office of Personnel, Office of Plant and Operations and the 
Library. 
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Those with regard to which he does not have authority to exercise 
functions or with respect to which his authority is doubtful are: The 
Bureau of Agricultural Economics, the Forest Service, the Soil Con- 
servation Service, the Farmers Home Administration, the Rural Elec- 
trification Administration, the Farm Credit Administration, the Com- 
modity Credit Corporation, the Federal Crop Insurance Corporation, 
the Federal Farm Mortgage Corporation, and the Office of the 
Solicitor. 

I probably should explain by saying what I mean when I say the 
Secretary does not have clear authority to exercise these functions. I 
mean he does not have clear authority to change or redelegate those 
functions. In most of these cases he does have general supervision 
and control, and in the exercise of that general supervision and con- 
trol he can determine an issue if it is presented or if it arises. But 
the authority I am speaking about is the authority to redelegate or 
transfer. 

Mr. Anpersen. Now will you continue, Mr. Secretary. 


EFFECTIVE DATE 


Secretary Benson. The other important item, as I see it, is the fact 
that if this plan is not disapproved by the Congress I understand it 
becomes effective in 60 days. That is, if there is no action taken against 
it. 

Mr. AnverseN. That is correct. 


NEW POSITIONS 


Secretary Benson. Then it provides for two additional Assistant 
Secretaries and one Administrative Assistant Secretary. At the pres- 
ent time we have one Assistant Secretary. We have the Under Secre- 
tary, Mr. Morse; the Assistant Secretary, Mr. Earl Coke; and this 
would provide for two additional Assistant Secretaries and an Admin- 
istrative Assistant Secretary. 

Now, these men are already functioning. We have Mr. John Davis, 
who is over the production and marketing group, which you have re- 
ferred to, no doubt, on the chart several times. We also have Mr. 
Romeo Short, who has been in charge of the credit group, but who 
was placed in charge of the new Foreign Agricultural Service which 
we created because of the importance of foreign trade in our whole 
agricultural economy. 

Mr. AnpverseN. I might say at this point, Mr. Secretary, that your 
action, I believe, meets with the unanimous approval of this subcom- 
mittee. 

Secretary Benson. Well, I am very pleased to hear that. 

Mr. Short also would become an Assistant Secretary. Then Mr. 
Aplin has charge of the departmental administration, and under his 
direction would come the hearing examiners, the library, the Office 
of Budget and Finance, the Office of Information, the Office of Per- 
sonnel, and the Office of Plant and Operations. He would be named 
the Administrative Assistant Secretary. He would be under civil 
service, as I understand it, by the plan. 

These men would be appointed by the President. 

Mr. Anpersen. In other words, Mr. Coke, Mr. Davis, and Mr. Short 
would be the three Assistant Secretaries ¢ 
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Secretary Benson. Yes, sir; as we envision it now. 

Mr. Anpersen. Mr. Morse is Undersecretary / 

Secretary Benson. Yes; Mr. Morse is Undersecretary. 

Mr. Anpersen. Mr. Aplin will be the Administrative Assistant 
Secretary / 

Secretary Benson. That is right. The man who would have charge 
of the credit group, who is now Mr. Farrington, as Acting Director, 
would be an Administrative Assistant to the Secretary, but would not 
be an Assistant Secretary. 

Mr. Horan. He is also under civil service? 

Secretary Benson. Yes; that is right. 

Mr. Anpersen. Then, to complete the chart, Mr. Loos would be the 
Solicitor? 

Secretary Benson. Mr. Loos is shown over here [indicating]. 

Mr. ANDERSEN. Yes. 

Secretary Benson. He is in charge of the legal end of the Depart- 
ment. He is the Solicitor and has supervision over the attorneys of 
the Department. 

So that is the second important thing, as I see it, in this plan. 


ADVANCE NOTICE REQUIRED ON PROPOSED CHLANGES 


Now, there is a safeguard in it, which you noticed, and which I 
favored very much. That is th: i in the event the Secretary proposes 
any important changes in the organization he shall give appropriate 
adv: ance notice and provide an opportunity for hearings. 

IT am very much in favor of that because I favor seeking counsel 
and advice, as we have done in the preparation of the reorganization 
program that has been submitted. 

We took into our confidence a lot of people from whom we received 
advice. I think there is safety in that, always. 

I would hope, certainly, so long as I serve as Secretary, that we 
could follow the plan of teesdittner any proposals to appropriate 
people for consideration a counsel, That is written into the plan. 
It was not originally in but after we talked it over we thought. it 
would be a vood thing to ikon 

Mr. Horan. In political life, Mr. Secretary, there are always wolves 
waiting behind the hedges to pounce on any statement made by any- 
body in a om rungs le position. You know that. No matter what 
you say, even if it is merely reciting the Lord’s Prayer, somebody is 
going to jump on iin back of your neck. 

Mr. Lairp. Probably the Secretary has found this out. 

Mr. Horan. He probab ily has. 

Secretary Benson. There has been some of it, of course, and there 
will be more. 

I want this committee to know, though, that I prize very highly 
this great privilege we have of freedom of speech and freedom of 
action. I hold no ill will in my heart for any man who has ever 
attacked me. I hope I can keep that spirit. I may not be always 
able to do it, but I hope I can. 
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Masor OBJECTIVE OF PLAN 


Mr. ANDERSEN. I not in the press this morning that the President 
cited as the major objectives of the plan these three particular items: 
Department. 

Second, to place the administration of farm programs close to the 
State and local levels. 

Third, to adopt the administration of departmental programs to 
regional, State, and local conditions. 

Secretary Benson. Yes. 


TO PROMOTE SIMPLIFICATION AND EFFECTIVENESS OF OPERATIONS 


Mr. ANprRksen. How will this reorganization simplify and make 
more effective the operation of the Department? I can well see that 
there is every opportunity to do so, but 1 would like your further 
comments on that specific point. Just how will it increase efficiency ¢ 

Secretary Benson. I do not know that I have reached a final con- 
clusion on all of those, Mr. Chairman. It is a very big problem, of 
course. 

Mr. ANDERSEN. We realize that. 

Secretary Benson. I do feel that it will improve administration 
and simplify administration. I think this is a step in that direction. 

This is, of course, in anticipation of the approval of this plan. If 
it is not approved we will probably do the best we can as it is. 


EXPANDING TOP ADMINISTRATIVE AUTHORITY 


First, it is good organization not to have too many agencies report- 
ing directly to the Administrator or the Secretary, as the case may be. 
I think most business and org calaelion authorities say it should not 
exceed 7 or 8. That, in itself, simplifies the top organization. 

Mr. Anprrsen. I agree that your actions up to this time have helped 
to solidify and make more operative the Department of Agriculture. 

Secretary Benson. Of course, it is going to take very careful study ; 
I think prolonged study. I look at this reorganization as something 
we are not going to do overnight. The reorganization is going to be 
a continuing thing, but it is going to be necessary to have some author- 
ity before you can go very far. 

So the important thing in asking for this authority is to permit 
changes as we pursue the study. Maybe there is some coordination 
we can do. There may be a need for some actual transfers of serv- 
ices from one agency to another. 


REALINEMENT OF ACP PROGRAM 


We did transfer, as you probably know, because we had the author 
ity to do it, the ACP’ program from PMA over to the research, ex- 
tension and land-use group because we thought it was more nearly 
related to the work of that particular group. 

There may be some other things we will need to do along that line, 
involving agencies over which the Sec retary does not now have au- 
thority. We have not reached any final conclusions. We are study- 
ing the matter very carefully. 
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We are now studying the PMA particularly, because that is a very 
far-flung agency. We have already made a few changes in that 
agency, but we feel there is probably an opportunity for some saving 
in personnel and expense by a closer coordination of some of the activ- 
ities which have a definite relationship. 


OBJECTIVE TO CLARIFY RESPONSIBILITY AND AUTHORITY 


Mr. Anpersen. Mr. Secretary, is it correct to say that the reorgan- 
ization plan would give you stronger control over your Department 
and draw a clearer line of responsibility and authority from the 
President through the Secretary down to the lowest operating level ? 

Secretary Benson. I agree with that. 

Mr. Anpersen. That is a basic reason, I believe, for the President 
asking this authority from the Congress. 

Secretary Benson. I think that is true. I believe he said that in his 
message. 

Mr. Anpersen. The appointment of a few additional Assistant 
Secretaries, of course, is incidental. The basic thing is that this par- 
ticular proposal gives you practically unlimited authority over the 
various branches ‘of the Department. 

Secretary Benton. That is correct. 

Mr. Anversen. Do you feel that such authority is absolutely neces- 

sary if youaretodoa good job ? 

Secretary Benson. Yes; I feel that. I feel that if a person is going 
to have the responsibility, he must have the authority to do the best 
job possible. 

It is not that I am asking for more power. I am not interested in 
building empires. I have been amazed at the power that the Secretary 
has already; but I do feel that in the interest of efficient operation and 
management of that great Department, the Secretary needs to have 
authority over all the agencies within the Department. 

Mr. Anpersen. I personally feel that is why the President is asking 
this of the Congress. I feel that you join in that objective. 

Secretary Benson. ‘That is right. 

Mr. ANperseN. But now let us analyze it a little more closely. We 
on this side of the committee table have worked with this Department, 
as you know, for a good many years. Mr. Whitten and I have been on 
this particular subcommittee for 10 years, and Mr. Horan has been on 
it about that long. 

Secretary Benson. Yes, sir. 

Mr. Anpersen. Naturally we are interested to find out, what you 
hope to accomplish under the new plan, if the Congress does give you 
this power. 

Of course, we know that you cannot and will not under this particu- 
lar plan receive any further authority over the Commodity Credit 
Corporation, which is chartered, and several like organizations. 

Secretary Benson. That is right, sir. 

Mr. AnperseNn. I personally would like to know what your intent 
is for the future before I would be willing as a Member of Congress 
to vote to give you this authority. I think I am justified in asking 
of you what your intent is if we do give that authority to you. 
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Also, do you have any specific plans in mind which will consolidate 
the Soil Conservation Service, the PMA, and the Extension Service ? 

Secretary Benson. No. I can say to your last question, Mr. Chair- 
man, that I do not have in mind any plans which will consolidate 
any agencies at the present time. We have not pursued our studies 
far enough to reach any conclusions on that. My feeling is that those 
agencies will continue, probably, as independent agencies. 

I feel that the Soil Conservation Service must continue. It is a 
very important one. The Extension Service is, also. 

If I have your permission, sir, I should like to ask Mr. Coke to 
review for you how far we have gone through committee work toward 
reviewing that group of agencies, under his own direction. We have 
made a start. We are studying it. We have reached no final con- 
clusions on that or any other agency in the Department. But this 
one group we are studying; we have a committee working on it. 

Mr. Coke, how long have they been working? You might give 
an outline, such as you gave me, which I do not have with me, unfor- 
tunately. You pointed out the people on the committee and just what 
units you had been studying. 

Mr. Anpersen. Before Mr. Coke does so, I want to ask another 
question which I have in mind, so that he can tie that in with the 
first and discuss it generally. 

Secretary Benson. All right. 

Mr. Anversen. How will the Commodity Credit Corporation o 
erate under the new setup? Does separation from PMA mean the 
establishment of a new staff for Commodity Credit Corporation? 
Also, what will be the effect of proposed change which you have in 
mind on the PMA township and county committees ? 


PROPOSED STATUS OF COMMODITY CREDIT CORPORATION 


Secretary Benson. On the Commodity Credit Corporation, if we 
may take that first, I would like to ask Mr. Davis to respond. 

Mr. AnpverseNn. All right. Just how will the Commodity Credit 
operate under the new setup? Will you have to have a new set of 
local committees ? 

Mr. Davis. No. We are not really separating PMA from CCC. 
We have merely separated the offices of the Director of PMA and 
the President of CCC and we have created a new Vice President 
job, which is the Executive Vice President. 

Now, the Administrator of PMA is also Executive Vice President 
of CCC. The delegation of authority has already been provided, 
and the bylaws have been amended to divide the responsibility about 
this way: The President. of CCC has, of course, an overall responsi- 
bility for the Corporation and the responsibility for formulating the 
programs and the dockets and taking them before the CCC board and 
getting them approved. Now, once the program is set up and the 
authority is provided and everything is set to operate then the opera- 
tions for CCC are carried out by the Executive Vice President just 
the same as they were before, when the two jobs were one job. In 
other words, we are not trying to separate actually the functions of 
CCC and PMA. They are still together. We have merely separated 
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those two jobs of the President of CCC and the Administrator of 
PMA. 

In doing that we felt this way: The Administrator of PMA is 
respons sible to the farmers of America for seeing that their programs 
are properly carried out. That is his first responsibility. 

Mr. Anpversen. I might say, Mr. Davis, that that responsibility 
is a very important obligation to the farmers of America. 

Mr. Davis. That is right. 

Mr. Anpersen. They are very much concerned about its operation. 
To them it means the price-support program. 

Mr. Davis. Yes. 

Mr. Anversen. Go ahead, sir. 

Mr. Davis. Also, in the presidency of the CCC, as we see it, there 
is not only the responsibility to the farmers but also a responsibility 
to the public, the taxpayers and so forth. It seems to us that the 
size of the operation is big enough, and the nature of the operation is 
such that it is a good thing to have these 2 jobs separated; but 
once the program is determined, once the policy is set, within ccc 
we think that it is good to have all the operations under 1 man. 
Therefore, we have set up the position of Executive Vice President. 
It is working, I think, very smoothly at the present time. 


OPERATION OF CCC AND PMA ON LOCAL LEVEL 


Mr. Anprrsen. Now, let us discuss the county and township level. 

Mr. Davis. All right. 

Mr. Anpersen. In my home county of Lincoln, in the State of 
Minnesota, just how will Commodity Credit and PMA operate there? 

Mr. Davrs. Substantially as they have in the past. We are not 
making any basic change with respect to the functions of the county 
committees. 

There was announced yesterday a change which will affect the 
organization of committees in some States and some counties. 

Mr. Anpversen. The second item which I read to you as one of the 
President’s objectives is: 

To place the administration of farm programs close to the State and local 
levels. 

Mr. Davis. Yes. 

Mr. ANpeRSEN. How can you place the administration of PMA and 
Commodity Credit—that is, the price-support program—any closer 
to the farm people than it is today? How are you going to improve 
that setup ? 

Mr. Davis. We are not changing the setup basically. We are not 
changing the function. We are not changing the purpose of the 
committees. 

Mr. Anpersen. But the President does state this as 1 of the 3 major 
objectives of his reorganization plan. What. does he have in mind? 
How does he intend to get closer to the grassroots than it is today ? 

Mr. Davis. I interpret that as meaning by delegation of authority. 
Where you can delegate authority and where it seems appropriate and 
workable to delegate authority out of Washington it would be done. 

Mr. ANpERsEN. And then from the State to the c ounty level? 

Mr. Davis. That is r ight. 
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Mr. AnversEN. I do not presume you have anything in mind which 
will take away from the township and county committees elected by 
the farmers any of their present authority ? 

Mr. Davis. That is right. We have not made any change in that 
at all. 

Mr. ANpeRsEN. You say you have made no changes. Have you any 
change in mind for the future ? 

Mr. Davis. No. 

Mr. Anpersen. If we are to give the Secretary this power. 

Mr. Davis. No, we have not. 

Mr. Horan. If I read this statement correctly, I think you want to 
increase it where necessary. 

Mr. Davis. That is right. 


INCREASED POWERS OF SECRETARY RECONCILED WITH ADDED AUTHORITY 
DELEGATED AT COUNTY LEVEL 


Mr. Anversen. That, Mr. Horan, is according to the statement put 
out by the President. I want to know just how that would be ac- 
complished. 

Mr. Davis. It would be by delegation. The secretary would review 
the authorities and then delegate it to the decentralized units. 

Mr. AnperRsEN. I have sealed the grain on my farm for about 15 
years. I have gone to my township meetings and have helped to 
elect: my township committeemen, ‘They in turn have met together 
and elected the chairman and elected the other two county committee- 
men. That is democracy in action. 

Mr. Davis. That is right. 

Mr. Anpersen. At the county level the farmers have had pretty 
good control of the operational end. Of course, the State committee 
is appointed by Washington. 

I want to make certain that absolutely none of that power which 
the individual farmer has today is taken away. For example, in Lin- 
coln County I do not want to have any of those rights taken away 
from me whereby I may help determine who in my county is going to 
operate that particular program. 

Mr. Wurrren. | thigh, Mr. Chairman, you are certainly asking 
for pertinent information. I just understood Mr. Davis to say they 
were going to delegate to the county and community level. To dele- 
gate what ? 

Mr. Larep. Mr. Chairman, I think what we refer to here is a mat- 
ter that has come up before this commitee several times. In the 
past many decisions have been made in Washington and in opposition 
to the express will of the people in the local areas. 

Mr. Horan. That is right. 

Mr. Latrp. We are now starting a procedure in which the local 
people will have more to say, and will not have directives from Wash- 
ington. Testimony before this committee has shown, that in Nebraska 
and other sections of the country, directives have been issued requir- 
ing the expenditures of large sums of Federal funds for practices not 
approved by the local citizens, 

Mr. ANnpersen. That is what we want to have Mr. Davis discuss 
here. 
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Mr. Wuirren. Our colleague makes a good statement, but the 
Secretary is here and is requesting authority to direct nearly every- 
thing from Washington insofar as this reorganization plan is con- 
cerned. He wants to center it all under the Secret: ry, as I under- 
stand it and then delegate out. 

Mr. Horan. Will you permit the Secretary to answer that? I 
would like to have the Secretary answer what you just said. 

Mr. Wuirren. I wish his answer. He requests the right, with 
some exceptions, to centralize authority in the Secretary’s office. 

[ served as chairman of this subcommittee for 4 years, during which 
time I had the Department investigated each and every year; the 
Commodity Credit Corporation, the Bureau of Entomology and Plant 
Quarantine, and so on. I differed with Secretary Brannan, I suspect, 
just as often as I likely will differ with you—all of it in an official 
way and there is nothing personal about it. 

I made the closing argument in the House of Representatives against 
the trial of the Brannan plan. I mention that because I do not want 
this to be considered political. I do wish to know if authority is 
centralized in the Secretary, will such authority be used to lessen 
farmer control ? 

Mr. Horan. I want to say that he did an excellent job and was a 
splendid chairman. The man who is talking to you now, Secretary 
Benson, has been na very valuable member of this committee. 

Mr. AnperseEN. I join in that, of course. 

Mr. Wurrren. I appreciate that very deeply for I know Mr. Horan 
and Mr. Andersen have put the welfare of agriculture above politics. 
It has been and is my intention to do the same, 

Mr. Secretary, since you have been in office I have never failed to 
take advantage of every opportunity I have had, insofar as I could, 
to lay the facts of the situation before you. I have tried, as strongly 
as I knew how to point out the place agriculture has, and the fight 
those of us who study the matter have to properly maintain the ability 
of our Nation to feed us and future generations. I have tried to point 
out these things before you formulated your policy, in an effort to 
have them considered in any policy you did formulate. It was on that 
basis, and because of that, that I have consistently raised these matters. 

Here, as I see it, you are asking that the Department be changed 
so that the authority of the Secret: iry may be strengthened, so that 
everything centers under him. Where he does not have the author ity, 
with a few exceptions, everything is to be arranged whereby he will 
have the authority. 

On the one hand, you ask that it all be centered in you, and then you 
ask for 2 or 3 Assistant Secretaries so that you can delegate back to 
them this authority. Whether it is wise for the Congress to turn this 
matter over to you as Secretary and change the law is a question which 
goes much further than you. ' For if you should resign or something 


should cause a change, we do not know who then would exercise this 
power. 
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It comes down, insofar as the present is concerned, to you and what 
type of man you are and what your thinking is and what your plans 
are. [ know you are a good citizen, able and well meaning. The chair- 
man has well raised these questions as to what you inte nd to do. 

Here is what disturbs me, and I mean it just as strongly as I know 
how. Notwithstanding the fact that a year ago Congress passed the 
appropriation bill for the Department of Agriculture for this fiscal 
year, and nearly everyone who comes from an agricultural district 
supported it, the first thing I find you have done is to cance] out the 
announced program of the Congress by cutting out services. 


RESTRICTION OF CONGRESSIONAL APPROVED SERVICES AND RESERVATION 
OF APPROPRIATIONS 


Now, the Congress passed the appropriation bill; Mr. Brannan did 
not do it. The gentlemen on this committee supported it. The only 
increase in funds on the floor of the House last year was put in by 
my Republican colleagues. Yet, here is an announcement that the 
present Secretary, who would get all of this authority under this 
reorganization plan, has set aside the announced policy of the Con- 
gress as pi assed last year through the appropriation bill. 

Now, if we are going to give you this authority, are you going to 
feel free in the future to cancel the actions of Congress as I under- 
stand you did in issuing stop orders on many things recently ? 

Secretary Benson. I am not sure I understand what you mean 
when you say I have set aside the action of Congress. 

Mr. Wuirren. The second item in the statement before us is that 
you have rescinded about $614 million appropriated for services in 
the 1953 fiscal year 

Secretary Benson. Is there anything illegal about that ? 

Mr. Wuirren. No; it is not illegal. 

Secretary Benson. Is it out of har mony with the spirit of Congress? 

Mr. Wuirren. It is just a case of setting aside the intent of law 
passed by the Congress and eliminating services provided by the 
Congress. It is not that we do not want to save money. I am proud 
of the record of this subcommittee in holding the expenditures of 
this Department down. But it irritates me to see that the first state- 
ment issued by the Department, when you assumed office, was this: 

The United States Department of Agriculture, largest of all the 


civilian agencies, swollen into a huge bureaucracy of 
in the last 20 years, is getting a major overhauling. 


Nation’s 
20 agencies and bureaus 


In our earlier hearings you stated that you personally did not issue 


that statement. It is disturbing that that is the attitude of someone 
issuing statements for you. 


INTERDEPARTMENTAL COST COMPARISON CITED 


I should like to ask that the table which appears on page 23, be 
reinserted here. This shows that the Department ¢ f Agriculture i is 
operating on 30.4 percent less appropriations than 1940, with 38.7 
percent less people than in 1940; and with regard to all other depart- 
ments of Government they have increased all the way from 34 to 1,300 
percent. 

(The information is as follows :) 


30505—53—pt. 3- 2 
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Comparison of appropriations and employment of Department of Agriculture with 
other cinilian departments (regular annual appropriations) 


Fiseal year 1940 Fiscal year 1953 Percentage increase 
: (+) or decrease (—) 
Department 


Appropria-| Employ Appropria-| Employ- | Appropria-| Employ- 





tions ment tions ment tions ment 
| 
Vil. dol Mil. dol 
Agriculture 1,054.9 91, 370 733. 8 57, 935 —30. 4 —38. 7 
Commerce 54.2 26, 699 65,172 | +1,370.8] 4144.1 
Interior ® 191.2 46, 547 60, 677 +185. 3 430.3 
Justice 52.6 14, 720 32, 194 | +-250.6 | +118. 7 
Labor 4.6 3, 484 222. 5 7,815 | +543. 0 +124. 3 
Post Office 794.0 303, 654 2, 793. 8 523, 779 | +251. 8 +-72. 4 
State 21.0 6, 302 261.7 31,302 | +41, 146.1 4-396, 7 
lreasury 215.9 59. 256 655. 5 89, 460 +907, 6 +50.9 
- | 
lotal above agencies (ex 
cluding Agriculture 1, 363. 5 460, 662 5, 460. 6 810, 399 | +300. 5 +75.9 


NOTE Employment figures of all departments other than Agriculture taken from Civil Service Co- 
ssion reports for June 30, 1940, and June 30, 1952 


Mr. Wurrren. I wish to balance the budget, but I would like to 
balance it where it has become unbalanced—these other departments 
which have shot up in expenditures. The members of this subcom- 
mittee have fought hard to hold appropriations to a minimum to meet 
the service needs, and I am proud of the record we have made in 
handling the appropriation for this Department. 

The reason I raise these issues is because I am disturbed at turning 
over to you authority to reorganize the Department if you or those 
around you believe the erroneous statement which was issued and 
which I have just quoted. 

Now, if the Congress approves a $200 million REA program, would 
you feel free to cut it back to $50 million, notwithstanding the action 
of Congress? 

Secretary Benson. Of course not. If the Congress appropriated 
money and earmarked it for a certain purpose, I would assume as 
Secretary it was my duty to see it was used for that purpose. I expect, 
however, that the Congress would also expect the executive officer of 
the Department to try to save dollars as he went along and not to 
spend it all just because it has been appropriated. 

Mr. Wutrren. Certainly, that is true. We certainly wish to save 
money if the services directed are performed. 

Secretary Benson. That is right. 

Mr. Wurrren. The amount of money involved to a large extent 
determines the number of people who will perform the services 4 

Secretary Benson. Well, it may or may not. 

Mr. Wurrren. The two are tied together ? 

Secretary Benson. There isa relationship. 

Mr. Wuirren. Money can be wasted in a worthwhile program, 
of course. 

Secretary Benson. There is a relationship, but there is no sense 
in hiring people you do not need to carry out a program just because 
you have the money to pay for them. 

Mr. Wurrren. That is true; but once the Congress determines the 
program, we would not want the congressional intent thwarted by 
taking off the people to render the service. 
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These reductions which you have announced for the present year 
and those which you plan to make will be realized by reducing people ; 
is that not right ? 

Mr. Roserts. In part. 


ANALYSIS OF PROJECT CURTAILMENT AND PERSONNEL REDUCTION 


Mr. Wuirren. How many people are in the process of being cut out 
for the rest of the present fiscal year / 

Secretary Benson. Mr. Roberts could answer that. 

Mr. Horan. When were those figures compiled, that you are talking 
about ¢ 

Mr. Roserts. Mr. Horan, I think Mr. Whitten is talking about the 
establishment of reserves of 1953 fiscal year funds. 

Mr. Horan. Under Secretary Brannan? 

Mr. Roserrs. No. By Secretary Benson as a result of the review 
the Department committee made under the directive of the Budget 
Bureau. You will remember that we furnished this committee, when 
we were here before, a copy of the directive of the Budget Director 
of February 3, calling for a review of programs and expenditures 
in 1953 and 1954. I believe Mr. Whitten has reference to the estab- 
lishment of reserves of 1953 funds. 

Mr. Wurrren. Which means the withholding of funds and reduc- 
tion of programs for the present year. 

Mr. Latrp. Are you criticizing this? 

Mr. Wuirren. There is now before the Congress and up for dis- 
cussion by this committee a plan to reorganize the Department, and 
with some exceptions, to center authority in the Secretary. I have 
the highest regard for the present Secretary as a person and a man, 
and I know his intentions are good. But if all of this authority is 
to be centered in the present ae it should be realized that 
in the short time he has been in office these actions have occurred. 
The Congress last year by law “ up the size of these various pro- 
grams. He has already set the law aside to the extent that people 
are taken off this work and the funds are frozen. If this action is 
an index, what of the future ? 

Mr. ANpERSEN. Would you care to have the Secretary comment on 
that? 

Mr. Wuirren. Yes, I would. 

First, I should like to have in the record at this point the funds 
frozen, the agencies to which they apply, and the number of people 
who are taken out of service. That is the action which has already 
been taken by the Secretary, or recommended by him, and is in the 
process of being done at the moment. 

Mr. Roperts. May I comment on that, sir? 

Mr. Wuirren. Yes. 

Mr. Roserrs. I have here for the record a list of the reserves which 
have been established. 

(The information is as follows:) 






























Reserves established as result of program and budget review, fiscal year 1953 







} 
tem 


Amount 





Agricultural Marketing Act (RMA, title II di i $50, 933 
Bureau of Agricultural Economics: Economic investigations 10, 000 
Bureau of Human Nutrition and Home Economics 9, 200 


Bureau of Dairy Industry 


Forest Service 
Salaries and expense 
National forest protection and mansgement. 
Fighting forest fires 
Forest research 


150, 000 
250, 000 
000 








Total, salaries and expenses 7 404, 000 
Acquisition of lands for national forests: Special acts (forest receipts funds). .- - 120, 000 
Soil Conservation Service. . 450, 000 
Emergency channel restoration 926, 9O8 
Flood restoration program (conservation and use of agricultural land resources) 2, 228, 000 
Agricultural production programs 1, 350, 000 
National school-lunch program 85, 000 
Commodity Exchange Authority 26, 378 
Farmers Home Administration 98, 042 
Farm Credit Administration (represents assessments against member institutions of the 
Farm Credit System which will be returned to such institutions 162, 331 
Extension Service (savings in fund for payments to States based on special needs) 2, 570 
Office of Solicitor 23, 319 
Office of Information 18, 000 


Special activities 
Research on strategic and critical agricultural materials 36, 100 
Salaries and expenses, defense production activities (to be returned to CCC funds, 

supply and foreign purchase program, from which they were initially transferred) 


Total reserves 


“RESERVES” DEFINED 


Mr. Wuirren. Now, “reserves” is a very nice term, but what it 
means is that the funds have been frozen, and to that extent the work 
on services have been held up. 

Mr. Roserts. Well, the funds have been removed from availability 
for obligation. 

Mr. Wuirren. That is right; recaptured. 

Mr. Rozerrs. “Reserve” is the term used in the Antideficiency Act. 

They represent a total of $6,483,000. There are two large items 
within the total. 

One item represents $1,350,000, which was appropriated to break 
down national production goals into State and county figures. The 
Committee which reviewed this matter recommended to the Secretary 
that in the light of the current production situation and outlook it 
would not be desirable to spend those funds for production goals at 
this time, especially when we are facing a situation where it appears 
that we may have to have acreage allotments on some crops rather than 
production goals. 

Mr. Anprersen. To what committee do you refer ? 

Mr. Roserts. The Secretary’s review committee set up under the 
directive of the Budget Director. 

Secretary Benson. Give the personnel of it, for the record, please. 

Mr. Roserts. Assistant Secretary Coke, John H. Davis, Romeo 
Short, and Mr. Richard D. Aplin. They sat with me on that committee 
to review the programs. 

There will be a reduction of personnel as a result of that action. I 
do not have the amount of personnel which will be reduced in this 
item, but I can put it in the record. 











873 


(The information is as follows :) 


Between April 1 and June 30, 1953, there will be a reduction in personnel of 
approximately 200 positions in the national and State offices, applicable to the 
reduction of $1,350,000 for production-goals work. 

Mr. Roserts. The other large item is one of $2,228,000 made avail- 
able by the Congress year before last in connection with the flood- 
restoration program. It does not appear now that these funds will 
be required, 

Mr. Wurrren. In whose judgment? 

Mr. Roserts. In the judgment of the agencies that are carrying out 
the program in the field. 

Mr. Wuirren. Did they voluntarily report that, or were they di- 
rected to? 

Mr. Roserts. They recommended that the funds be established in 
reserve. 

Other items run all the way from $1,400 to half a million dollars. 
They represent savings that have accumulated or which can be fore- 
cast in the light of the limitation on employment which was directed 
by the Bureau of the Budget. 

The total man-years represented in the $614 million, which will 
either be reduced or employment which will not be made between 
now and June 30, is 420. 

In each case the reserves were established only after consultation 
with the agency heads, and in pursuance of recommendations which 
they made. It is an attempt to effect savings which have accumulated 
and to protect those savings into the next 3 months when they will 
not be employing people under the employment restriction. 

In every case where the agency feels that a vacancy which now 
exists must be filled, and that the job is absolutely essential to carry- 
ing out the program of work effectively, they are submitting recom- 
mendations, and those vacancies are being filled upon approval of 
the Secretary’s Office. 


EFFECT OF REORGANIZATION 


Mr. Anvrersen. Now, Mr. Roberts, can the Secretary legitimately 
set aside most of the appropriations made by the Congress? That is 
the basic question, as I understand it, which Mr. Whitten wants 
answered. 

Mr. Wuirtten. That is true. It goes much deeper than the amounts 
in these particular items. If a man feels he can do that in the one 
instance and he feels he has the right to do it, the action of the Congress 
in passing the law notwithstanding, it is a precedent. Let us assume 
that the present Secrets ary—whom I have every reason to believe is 
a fine man—does not stay on as Secretary. He could be followed by 
anybody. There are some folks in the Department whom I could 
name now who are strongly opposed to certain parts of the Depart- 
ment’s program appr oved by the Congress. What is going to be the 
action, then, if such a person assumes this power which would be 

-anted under reorganization ? 
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LEGAI AUTHORITY OF DEPARTMENT TO APPORTION APPROPRIATIONS 


Mr. Roserrs. Mr. Chairman, quite apart from the proposed 
organization plan, the Congress, in Public Law 759—— 

Mr. Larrp. I think this should be inserted in the record right now, 
as to the authority under which this is done. 

Mr. Wuirren. There certainly is no question in my mind as to his 
authority to do it. I am just saying that, if we are going to give 
lim even more authority, we want to know how he is going to exercise 
it. The fact that agency heads approved the recapture of these funds, 
in my mind, at least, would indicate they knew to do so. 

Mr. Horan. I should like to ask a question right here. If this 
subcommittee makes a mistake, does the Secretary have to carry it 
out ¢ 

Mr. Roserrs. I would like to insert in the record the authority 
under which these changes were made, if I may. 

On September 6, 1950, Congress approved Public Law 759, which 
carried an amendment to the Antideficiency Act. Section 1211, sub- 
section 2, of that act, provides as follows: 

In apportioning any appropriation, reserves may be established to provide for 
contingencies, or to effect savings whenever savings are made possible by or 
through changes in requirements, greater efficiency of operations, or other develop- 
ments subsequent to the date on which such appropriation was made available. 
Whenever it is determined by an officer designated in subsection (d) of this 
section to make apportionments and reapportionments that any amount so 
reserved will not be required to carry out the purposes of the appropriation 
concerned, he shall recommend the rescission of such amount in the manner 
provided in the Budget and Accounting Act of 1921. 

The first sentence of that section is applicable. 

Mr. Wurrren. I am not questioning the authority to do it under 
the present law. I am just raising the question of what was behind 
it, and what the future course will be. Several of the funds rescinded 
were appropriated to meet several needs, particularly the SCS and 
PMA funds, as I recall it. 

Certainly all of us have been interested in saving money. We 
do not want any money to be spent that should not be spent. We 
have held this Department to less than in 1940, when other depart- 
ments averaged more than 300 percent increase. But when the first 
utterance out of the Department was the erroneous statement I have 
mentioned, it raises a serious question in my mind. 


UTURE POLICY OF SECRETARY 


When it is immediately followed up by this action of rescission 
of programs authorized and directed by the Congress last year, I 
think it is a very pertinent question as to what the Secretary’s attitude 
is going to be from now on, and as to whether he is going to carry 
out programs announced by the Congress, or substitute his own 
opinion as to what the programs ought to be. I will be glad for 
you to present what you consider to ‘be sound reasons. I do think 
we ought to have the attitude of yourself and your associates. 

Mr. Anpersen. Mr. Secretary, do you have any comment on the 
point ¢ 

Secretary Benson. Yes; I think I can say in a word that it is going 
to be the policy of the Secretary to carry out the action and the will 
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of Congress, as he understands that will and action. I think that is 

. foregone conclusion. Any man is obligated to do that under his 
oath of office. I expect to do it. 

At the same time, I feel that the Congress and President expect an 
executive officer of one of the great departments of government to be 
constantly on the alert to try to save dollars for the taxpayer, regard- 
less of the size of the appropri: ation that may be made, while still 
carrying out the will of the Congress. 

I certainly expect to try to do that, Mr. Whitten, to the very best 
of my ability. 

Now, on this question of my asking for authority, I would like to 
have the record clear that this is not something I want personally. 1 
am interested in that Department serving agriculture and serving the 
country. That is my only interest. You can take half of it away 
if you want to. Congress can do it. 


NEED FOR ADDED AUTHORITY FOR SECRETARY 


This matter has come from the grass roots. It has come from a 
committee we selected. It has come from the advisory committee 
appointed by the President. It has come from the farm organizations 
as a recommendation that these things are necessary. 

If a man is going to have the responsibility, then he must have the 
authority or he cannot doa job that will be satisfactory to the Congress 
or to the President. That is why I feel it is necessary, and I know I 
am going to be held responsible. Therefore, I think I need the 
authori ity to do the job. 

Now, tf the Congress or anyone else does not have confidence in the 
Secretary, they should not grant him the authority. They should not 
keep him in office. They ought to get rid of him. That is the only 
answer | have. 

Mr. Wurrren. Do not think this is personal. 

Secretary Benson. I know it is not personal, but there are principles 
involved. 

Mr. Wurrren. There are principles involved. In this country of 
ours we got around the one-man government by a system of checks 
and balances. You have responsibilities only to the extent they are 
given you by law. 

Secretary Benson. That is right; and Iam very much in favor of it. 


PROGRAM FOR SECRETARY OF RURAL ELECTRIFICATION ADMINISTRATION 
LOAN AUTHORIZATIONS 


Mr. Wurrren. Take the REA. Last year and for the last several 
years this Congress has taken the view, on the recommendation of this 
subcommittee, that since the law specified the requirements for a loan 
from REA, namely, the need, inability to secure central station current 
elsewhere, and ability to repay. In view of the splendid repayment 
record, the action of Congress in delegating this independent authority 
to REA was a sound policy. 

Secretary Benson. Yes. 

Mr. Wuitren. The Congress has said on the recommendation of this 
subcommittee that if those requirements were met it was its intent 
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that the loans be made. Congress proved that by giving a specified 
authorization, and in case that was exhausted, an additional con- 
tingent authorization. We have done that for 4 years now. Not- 
withstanding that, I am advised that orders were issued limiting loans 
to a certain percentage of that made in January. 

If I were in your position, believing that I would do what was right, 
I, naturally, would want this power. I am sure you are sincere in 
wanting it. But if you have that authority I think we clearly ought 
to know how you are going to exercise it. As the chairman has asked, 
“What reorganization are you going to make?” Even if you are going 
to exercise it properly in every case, I do not know that we would have 
any protection against a successor of yours, who might not be the same 
type and caliber of man. 

Mr. Horan. May I interrupt and interpolate here a little bit? 

I want to know where we are. We are not a legislative committee. 
We measure out the funds to carry out the will of Congress. The 
Committee on Agriculture is the committee which provides the poli- 
cies under which the Secretary acts. He comes before us and tells 
us how much money he thinks he must have to carry out the will of 
Congress. The Agriculture Committee prepares bills which are 
passed by the Congress, and that is the will of the people. It is not 
the prerogative of the Subcommittee on Appropriations. 

The Secretary comes before us and tells us he needs $100 million to 
do this or that, and we ask “Why do you have to have $100 million?” 
We examine the request and write up the bill. Maybe we give him 
$90 million. If he need not spend $90 million to carry out the will 
of the people and returns $40 million to the Treasury, what is wrong 
with that ? 

I cannot understand how Secretary Benson, by seeing things that 
ought to be frozen and reconsidered, has committed any crime. If 
we are going to hold him responsible for the good of agriculture in 
the United States, I want him to have all of the responsibility which 
is proper under the division of powers whereby we have States rights. 
We have the Executive to carry out the will of the Congress, we have 
the Congress to express the will of the people, and the judiciary to 
interpret whether it is constitutional or not. 

Of course, he is acting under the Constitution in everything he has 
done. 

Mr. Marsnary. It seems to me, Mr. Chairman, that this matter 
is a comparatively simple one, which we are talking about. 

I feel about it the way I like to feel about my farm. Let us say I 
have a barn roof which leaks and I hire a man to fix it. He proceeds 
to fix that barn roof on the basis of a promise I have made, and the 
arrangements I have made with him. There is no problem involved. 

Let us say he goes out and he sees that it is a nice sunshiny day and 
there is no need for fixing that barn roof, because it is not going to rain 
on the barn: so he does not fix it. Of course, when it rains 2 or 3 weeks 
afterward I will feel that he has been entirely wrong in not having 
fixed the barn roof. I had decided that he was the one to fix the roof, 
and to my way of thinking he should have fixed it. 

If in your saving of funds. Mr. Secretary, you have saved funds 
which would be wasted, that is commendable. But if something 
needs to be done, Mr. Secretary, and the Congress decided that 





it should be done, I think it is your responsibility as Secretaty to carry 
out those dictates. 
I believe that is about all that is involved here, as a matter of 
policy. 
DUTY OF SECRETARY IN EXECUTING LAW 


Mr. Wuirren. The appropriation bill passed under the sponsor- 
ship of this subcommittee becomes the law also. Last year on an 
amendment by the gentleman from Minnesota, Mr. Andersen, con- 
curred in by the gentleman from Washington, Mr. Horan, the lending 
authority for the -Farmers Home Administration was increased by the 
Congress. Would you feel free as Secretary of Agriculture to cancel 
that action ? 

Secretary Benson. I think it would be my obligation to’carry out, 
in effect, what the Congress directed. Of course I ‘would. 

Mr. Wuirren. All right. Now, with regard to the Committee on 
Agriculture, they do pass the legislation, but the size of the program 
and whether there is a program depends upon the funds provided an- 
nually, recommended by the Appropriations Committee and approved 
by the Congress. We spell that out. The intent expressed has here- 
tofore had the effect of law. 

I have not had occasion to study all these recaptures of funds, since 
I have only now had the details. Neither this committee nor the 
Congress has had a chance to consider your action. As Mr. Marshall 
has so well stated, if it is a matter of saving, that is commendable. 
But when one reads the announcement made just about the time you 
got to Washington, it would seem the matter was prejudged and 
erroneously judged. Please understand, again, this is not personal. 

Secretary Benson. Why do you bring it up if I did not make it, 
Mr. Whitten ? 

Mr. Wuirren. Well, you did not disaffirm it. 

Secretary Benson. Yes;.I did. 

Mr. Wuirren. I am sorry. I did not see it. I will retract that as 
to you personally. 

Secretary Benson. Yes, I did, and I am sorry it was made. I did 
not know it was being made. We all make mistakes. I certainly 
do myself. 

Mr. Wuirren. I doubt that you were aware of the comparative 
cost situation between your Department and the other departments, 
with agriculture 30 percent below 1940, and all others up from 94 
percent to 1,300 percent. 

Secretary Benson. I think we can reduce it, make it more efficient, 
and get more value for the taxpayers. 

Mr. Wuirren. More power to you. I have worked as hard as I 
could trying to accomplish that. I don’t wish to eliminate services, 
however. 

Secretary Benson. You, no doubt, made a contribution to it. I 
hope I can make a small one. 

Mr. Horan. That is definitely true. He was a good chairman. 

Mr. Wuirren. I appreciate the statement of my friend. I wish 
to say that for the 4 years I served as chairman we were almost 
unanimous on this committee and none rendered more service to 
agriculture that my colleague, Walt Horan. 
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Here is the thing which is disturbing. Mr. Roberts has bailed 
many a question out in the years I have been here, and he made a 
splendid effort awhile ago, but from appearances, at least, the agencies 
and bureaus in effect had orders to cut and were left only discretion 
as to where 

Secretary Benson. There was no order—unless you would call the 
memorandum from the Bureau of the Budget an order. 

Mr. Wuirren. Yes. 

Secretary Benson. There was no order issued by the Secretary. 
We simply called to the attention of the agency heads this memo- 
randum from the Bureau of the Budget, and the President’s intention 
to try to balance the budget, and we asked them to meet with this 
committee from within our own shop to review their budgets. 





EFFECT OF REORGANIZATION ON FEDERAI 





EMPLOYEES 





Mr. Wuirren. I am sure they knew what they had better do. Con- 
trary to the feeling ng many people, it has been my belief that most 
Federal employees in Washington take little stock in politics and 
judging by the sdidining areas of Virginia and Maryland a majority 
must lean toward the Republican Party. If so, that is their privilege. 
if not, that is also their privilege. 

Having had some little observation of the civil-service rules and 
regulations, it is my understanding that all you must do if you get 
this new authority is to cut out an agency or eliminate a program, 
give out a reduction-in-force notice on the ground that the job has 
been abolished and set yourself up # new group under a new name and 
hire new folks. One is not supposed to do that but it is a favorite w ay, 
as I understand it, of getting rid of civil-service folks. 

I would like to know if that is not permissive under this new author- 
itv which you request ¢ 

Secretary Benson. 1 donot know that. 

Mr. Anpersen. I think it should be permissible for the Secretary 
to do that, and at the same time transfer functions, together with the 
appropriations for those particular functions. I think he must have 
that authority, personally. 

Mr. Wurrren. I am trying to find out what the effect would be on 
the permanent civil service people if you give him this authority. 

Let us say that the Soil Conservation Service were abolished and all 
of the funds were recaptured. The folks would be cut off. Then if 
you set up another agency under a different description to do the same 
work, you could start all over again to get new employees. 

Secretary Benson. Hasthat been done ? 

Mr, Wurrren. I am just asking. I have been told it can be done. 
This matter is more basic than personalities, Mr. Benson. 

I have not seen anything in your actions so far which would in any 
way lead me to believe you are not trying to do the very best you know 
how. Ido think that in some places, as I am trying to point out here, 
it might have been with an unawareness that you might be going 

counter to congressional directives. 

Secretary Benson. I presume it will have to be a matter of judg- 
ment. 

Mr. Wurrren. The point that I raise here is whether or not you 
could eliminate a sizable bloe of personnel in the Department under 
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this Reorganization Act, and take in new people when you saw fit. 
You understand I feel you are entitled to your people in top policy- 
making jobs—but not for whim, caprice, or personal desire do I think 
you have a right to remove the others. 

Secretary Benson. I have been informed that that has been done 
in some instances. I do not know what the authority is for it 

Mr. Anpersen. I think it should be in your power. We have an 
example in your recent transfer of OFAR. You put that out of ex 
istence, and you have created the Foreign Agricultural Service. That 
is an exact example of what you refer to, Mr. Whitten. 

I am certainly in agreement with the Secretary; he has that power 
and right. 

Mr. Wuirren. Could that be used to eliminate all of the people in 
a department, if a man saw fit to do so, and hire new veople ¢ 

Mr. AnprrsEN. I believe the answer would have to be “Yes.” 

Secretary Benson. It certainly could be used to reduce force. 

Mr. Wuirren. I know you can reduce force. 

Secretary Benson. It is not as easy as you may think. 

Mr. Wuirren. I have helped to reduce forces but we do not wish 
to eliminate needed services without approval of the Congress. One 
committee in the other body gets a lot of credit, because the vy always 
announce how many employees they have cut, and what they are 
doing. 

I wrote in a limitation on the number of Federal employees which 
regulated promotions, and tried to maintain the average grade and 
salaries within government. This Bea pocorn to experts of 
the Appropriations Committee saves half a billion dollars a year 
but credit is hard to come by when you save money. I know that. 

The point I make is that having had a change in administration— 
and I have understood they eliminated the so-called spoils system 
many years ago, or thought they had—would you under this reor- 
ganization plan have the authority to take personnel out of the De- 
partment and put others in, just by the simple expedient of doing 
what you did to OFAR? 

Secretary Benson. It is entirely possible. I do not know for sure. 

Mr. Wurrren. I will agree with you that you certainly ought to be 
able to have your policymakers in your Department, and that is true 
of all departments. I go along with that 100 percent. I am talking 
about the regular employees within the various de spartments who by 
and large are doing a good job. You state you are not sure whether 
you would have the authority here or not. 

Secretary Benson. Of course, the Civil Service Commission will 
have to determine that. 

Maybe Mr. Loos could answer it directly now. I would be happy 
to have him comment on it. 

Mr. Wuirren. Is there any intention of that action here? 

Secretary Benson. There is an intention of doing this, and I have 
mentioned it 2 or 3 times: We would like to make that Depart- 
ment as efficient as possible. We would like to save dollars. We 
would like to save personnel. We would like to have people who are 
loyal and efficient and effective. I think that public servants ought 
to have some protection under the civil-service law. I am in favor of 
it. But I do not think that the hands of the administrators ought to 
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be tied and they ought to be required to keep on a lot of deadwood they 
do not need. That is the way I feel about it. I do not know whether 
I can do that under the law or not, but that is the way I feel about it. 

Mr. Wurrren. I cannot differ with you on that in the least. We 
have complained about that problem several times. But if there 
are political considerations involved, that is a different situation 
althogether. 

Secretary Benson. I am more interested in efficiency than politics, 
Mr. Whitten. 

Mr. Wurrren. But you might be interested in politics at the same 
time. 

Secretary Benson. Well, a person ought to have some interest in it 
if he is a good American; should he not ? 

Mr. Wurrten. He ought to; but there are limits as to how far we 
ought to let him go with politics when he is in Federal office. 

Mr. AnpersEN. I think you will agree, Mr. Whitten, it is basic that 
any new administration should have the right to put in its own men 
who have anything to do with top-level policy. 

Mr. Wuirrten. I agree 100 percent with that. 

Secretary Benson. Those changes are the ones that have been 
made. We have not made wholesale reductions over there. 

Mr. Lairp. I do not know what place all of this has in the discussion. 
I am trying to follow it and trying not to interrupt. I think when 
we get down to politics, Mr. Benson is certainly trying to pick the 
best man for any job, and that was indicated by the fact that he 
stated he did not even know what political party his Under Secretary 
belonged to. 

Secretary Benson. That is correct; I did not. 

Mr. Wuirren. Certainly I am not making any accusations. I am 
merely asking. Of course, if the answer is that there is no such intent, 
and no such action will be taken, then that settles it. I am asking if 
this reorganization is to reorganize some people out and reorganize 
others in. Is that the purpose? 

Secretary Benson. It has never entered my mind, before you men- 
tioned it. There may be a need for it, now that you mention it. In 
some cases, if we have people who are inefficient, not loyal, not willing 
to play the game on the team, it may be good to make some changes. 
I do not know. That thought had not occurred to me, because I 
think the great bulk of our people over there are loyal public servants. 
I do not know what their politics are. I have not asked any of them. 

Mr. Wurrren. I think you will find most of them do not take any 
particular part in politics. 

Secretary Benson. I think that is probably true. 

Mr. WuirttTeN. I am not interested in the political angle. I am in- 
terested in the long-term civil-service employees, and some protection 
for them; we can’t afford to lose their experience. 

Secretary Benson. So am I. I think probably civil service laws 
nee? a little overhaul. Would you not agree? 

Mr. Wuirren. I do. But I am trying to find out what is behind 
this for that will count with me as to whether I should go along with 
the reorganization plan. 

Secretary Benson. That is not one of the items behind it, so far as 
Iknow. It never came into the discussion. 
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REDUCTION IN REA LOAN PROGRAM 


Mr. Wuirten. What was behind the order on the REA loans, and 
various other things? 

Mr. Roperts. So far as the REA loans are concerned, Mr. Whitten, 
there was no restriction on the 1953 telephone-loan program. Mr. 
Wickard had an idea at one time that he might expand the electrifica- 
tion-loan program to expend funds that were made available as a 
result of the rescissions we discussed with you the other day. We dis- 
cussed the matter with the Bureau of the Budget, but when Mr. 
Wickard came in with his recommendations on the review he reduced 
his plans and recommended to the committee a 1953 program of $170 
million of electrification loans. 

Mr. Wuirren. I refer to an order limiting operations to a per- 
centage of January. 

Mr. Roserts. There was a limitation established in the directive 
of the Bureau of the Budget that obligations should remain at the 
January rate pending review of the program. That did not affect 
expenditures on the REA loan program. It created some confusion 
for a few days while the committee was making its recommenda- 
tions to the Bureau of the Budget, because in some of the programs 
where seasonal work is involved the January rate of obligation was 
very low, as you might imagine. But we went over those very quickly 
and relief was granted wherever it was necessary to provide for a 
continuation of essential work. 


SECRETARY'S CONTROL OVER PROGRAMS AND PERSONNEL 


Mr. Wurrren. Mr. Secretary, I have frequently raised the point 
that the Department of Agriculture was largely a group of almost 
autonomous agencies and bureaus. The move you are making here is 
in line with what I have thought should be done. But I will not favor 
it if the purpose is to turn out many fine employees in the Depart- 
ment of Agriculture by abolishing their jobs and creating new jobs for 
new people, or to set aside the will of Congress as expressed in various 
laws including appropriations. 

We want you to save money any way you can without reducing 
services. But when you cut out people it has been our observation 
that you cut out services. Contrary to what many people think, this 
committee’s recommendations, when approved by the Congress and 
signed by the President, are law just as much as any other law. 

The thing I have been trying to develop here is whether you, under 
this reorganization would take it unto yourself to decide all of these 
matters independent of the action of Congress. Many times there 
were sound reasons for setting up separate agencies and bureaus. 

You already have a remedy. If the program is not going well you 
can come up each year to recommend changes in the law or changes 
in funds for the succeeding year and Congress will either agree or 
disagree. Incase they disagree what is going to be your attitude so far 
as per forming your duties is concerned ? 

Secretary Benson. W ell, I think I have made that clear, Mr. Whit- 
ten. It will always be my purpose to carry out the will and the in- 
tent of Congress. 
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Mr. AnperseN. You made that statement when you were before us 
earlier. 

Secretary Benson. I make it again, Mr. Chairman. I know enough 
about government to know that is my duty. I want to do it. 

I believe in the checks and balances which the founders of this 
great country so wisely provided. I have no disposition to see faith- 
ful and efficient employees of the Department of Agriculture who are 
needed released from their jobs just to make room for others who are 
probably no more efficient, no more loyal, or no more faithful. That 
would be folly. That is not in the interest of efficiency, because it 
takes time for a person to get acquainted with a job. 

At the same time I think it is my responsibility and the respon- 
sibility of my staff to be continually looking for ways in which we can 
spend the taxpayers’ money more effectively, more eftic iently, and 
where we can create some saving. I think the Congress expects us 
to do that. 

Mr. Wuirren. Certainly this committee does. 

Secretary Benson. Yes, sir. 

Mr. Wurrren. We want you to do it. 

Secretary Benson. That is what we are going to try to do. 

Mr. Wurrren. On the other hand we also want you to carry out 
the directions of the Congress, insofar as the size of the various pro 
grams is concerned for the time the ¢ Congress set them up unless you 
submit your actions to the appropriate branches of the Congress. 
\fter all, the programs are reviewed each year. When a new man 
comes into this position, wn issues this announcement, and everybody 
is called in and curtailments of program made, and when an order 
has been issued holding wp construction, as in the case of flood pre 
vention, a matter which the Congress passed last year, it does raise a 
question. 

Then when you come in and ask for all the authority that goes with 
this new plan, and state you do not know now what you will do under 
it nor just how it will affect the rank and file employees, I think I am 
clearly right in developing this question. You are clearly entitled 
to put your views and opinions in the record. 

Secretary Benson. All we did, of course, was to carry out the 
direction of the Bureau of the Budget. You understand that. 

Mr. Wuirren. Yes. 

Secretary Benson. That is all we did. We reviewed the proposed 
budgets of the agency carefully and critically. 

Mr. Wurrren. Yes. 

Secretary Benson. But we did not take any action, the committee 
made no recommendation to me, that the agency head was not in 
favor of. 

Mr. Wurrren. I am not speaking for the chairman or the commit- 
tee, but personally I suspect the agency heads know what they had 
better come up with. I think I can say that this subcommittee would 
be glad to hear from vou and counsel with you in finding new ways 
of saving money, because that is certainly our desire. But we would 
not like for laws passed by the Congress, providing for certain services 
and certain programs, to be held up just because of the opinion of some 
individual who might occupy the Secretary's position. 
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Mr. Roserts. I would like to elaborate on this matter to make clear 
what has happened, if I may. 

Mr. AnpersEN. Go ahead, Mr. Roberts. 

Mr. Roserts. I want to give you an example or two of the kinds of 
items we have here. In the $614 million reserve there is an item of 
$450,000 for the oe Conservation Service. When we were before 
this committee a year ago, or a little more than a year ago, it was con 
templated that the Soil Ce onservation Service would have 2.648 dis 
tricts by the end of this fiscal year. That is what we reported to the 
committee. We anticipated that; the committee gave us funds on that 
basis. 

The districts have not come in as rapidly as it was anticipated. It 
is now estimated, as a matter of fact, that by June 30 there will be only 
2,542 districts, 106 fewer than we had anticipated. As a matter of 
fact, that is only about 19 more than we estimated we would have at 
the end of 1952. Thus, the Soil Conservation Service had funds which 
it did not need to service the districts already created, and they had 
vacancies in their staffing plans as a result of it. In view of that situa 
tion it was decided it would be advisable to place those funds 
reserve, 

Mr. Anversen. Certainly I think in an instance of that nature you 
are in no way violating the intent of Congress. We gave you that 
additional money to put new districts into operation. Certainly you 
are doing exactly what I would approve of. 

Mr. Rozerts. Yes. 

Mr. Wuirren. Mr. Chairman, I would not want to let that pass 
without saying I certainly concur if that was the only basis for the new 
funds and the need for them did not arise; however, it is my recollec 
tion that we directed the PMA committee to use their funds to 
meet their overall needs for price-support work or any other, and the 
SCS funds were partly to “strengthen the program.” 

Mr. Roserrs. To assure you that we are sensitive to the very thing 
you are talking about I'd like to cite another example—and the Sec 
retary personally made this decision as a result of a conference we had 
with him. There is a proposal in the 1954 revised estimates, which the 
Secretary is going to present to you in summary form this morning, 
that three of the insect-control programs be discontinued. They are 
programs you folks have been considering for a number of vears. 
They are programs that this very committee asked the Department of 
Agriculture to review and reappraise a couple of years ago. 

In a review of that matter we estimated that if we had taken action 
immediately to discontinue those programs we could have saved $67,000 
of 1953 fiscal year funds. However, they are programs that have great 
public interest. They are programs that this committee gave us funds 
for in 1953, to carry out during the entire 1953 fiscal year. 

Secretary Benson himself made the decision that we would not do 
anything about those programs in 1953, despite the saving which 
might have been made, because he felt that they were proposals which 
should be carried to this committee, and that this committee should 
review the recommendation for 1954 and make its decision as a for 
ward decision rather than have the Department move in and take 
action on an appropriation that the Congress really ought to have an 
opportunity to review first. 
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Mr. Wuirren. I do not know that such insect-control programs 
should be continued, but I am glad to know that action was delayed 
until the whole matter could be reviewed. I wish to say that I appre- 
ciate the assurances which the Secretary has given here this morning. 
I think he will find as time passes that not only this committee but 
the same committee in the Senate, as well as the legislative commit- 
tees, will cooperate with him fully in trying to save money. Where 
the circumstances are such that programs could be curtailed in the 
middle of the year, I think he will find they would want to go along 
if the facts are brought to their attention. But where it is a case of 
going contrary to the clear intent of acts passed by the Congress there 
should be mutual consent rather than executive action to eliminate 
programs. 

The explanation given on some of these individual items which were 
curtailed shows some reason for such action. But questions occur 
to me as to whether in several instances worthwhile programs have 
been curtailed. I think, also, that I should insist again that in view 
of the earlier news statement and in view of the action immediately 
following, the whole matter needed discussion. Much remains to be 
disclosed as to future action to be taken by the Secretary before I 
would want to go along with centralizing all this authority in him, 
however good his intentions may be. 

Secretary Benson. I hope if at any time, Mr. Chairman, there is 
any member of the committee who feels that the Secretary or any mem- 
ber of his staff, either though ignorance or intentionally, is trying 
to circumvent the will of the Congress you will call it to our attention 
vigorously. Iam sure we will correct it. I am sure if we make those 
mistakes it would be of the head and not of the heart. We do not 
have a desire to do it. 

Mr. Hunter. I am just reminded of a remark the President made 
yesterday when, along with several other Members of Congress, I at- 
tended a luncheon at the White House. The President said: 

A fellow gets where he longs for opportunities to keep his mouth shut. 


I personally am not aware of any evidence either by word or 
deed of any attempt or intent on the part of the Secretary or his staff 
to flaunt the will of Congress. That may occur in the future, in which 

case I certainly will be one of the first to object. But I think it is 
rather ironic that we have to belabor this subject so long at this point 
when for years the people of this country have complained that 
agencies of Government have been spendthrift. The al has 
also complained. Congress and the people have complained that there 
are too many people on the payrolls and something should be done 
to eliminate the deadwood and to increase efficiency of Government 
opel rations. 

Here we are confronted with a really sincere effort to effect effici- 
encies of operation in the Government on the part of the Secretary of 
Agriculture. I wish to compliment the Secretary and his staff for the 
work they are doing in an effort to improve the Department and to 
effect economies which are consistent with efficiency of operation and 
consistent also with the welfare of American agriculture. 

Secretary Benson. Thank you. 
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ASSISTANT SECRETARIES 


Mr. Latrp. Mr. Secretary, does this Reorganization Plan No. 2 pro 

de for these new Assistant Secretaries ? 

Secretary Benson. Yes. 

Mr. Larrp. And an administrative assistant? I am not clear in 
my own mind whether these are going to be new jobs. Will they just 
merely take the place of these other jobs you have on your organi- 
zation chart here before us? 

Secretary Benson. The jobs, you might say, are already filled. It 
will simply be a change in titles of men who are already oce upying 
the posts which they will occupy if and when they are made Assistant 
secretaries. 

Mr. Laren. I just thought that should be clear. The proposal is 
that these jobs will not be in addition to the men already in the De 
partment, but will simply be the same job under another title. 

Secretary Benson. It will not increase the total personnel in the 
Secretary’s Office, nor will it exceed the budget of the past vear as 
we are proposing it. 


PROPOSED AUTHORITY AND RESPONSIBILITY OF SECRETARY 


Mr. Larrp. Mr. Secretary, is it not true that the authority which is 
given to you in this reorganization bill may never be used/ There is 
a possibility that it might not be necessary to use it; is that not true / 

Secretary BENSON. I would cert: ainly think so. 

Mr. Larrp. Do you not think it is healthy to have this authority? 

Secretary Benson. Yes; I really think so. Those with whom I 
have consulted confirm that feeling. The committees who have 
worked on it, and the heads of the farm organizations who have been 
consulted, and all with whom we have consulted, I think, feel that 
way. I concur in that feeling. 

Mr. Latrp. Mr. Secretary, I am a new member of this committee. 
| have worked on the finance committee of our State legislature in 
Wisconsin for the last few years, and it was always my understanding 
that when we were working on the budget in our State—and I thought 
it was true here—that the head of the agency who came before the 
committee was making recommendations of what he thought would 
be necessary to carry out the statutes which were on the statute books 
for the coming year. Certainly I was never led to believe that if 
there were methods by which those estimates could be revised ae n 
ward during the year the funds would not be used. Certainly is 
my underst: anding that you would revise them downward ities - 
year when you felt savings could be made. 

As a matter of fact, in my State of Wisconsin we make our appro 
priations on a quarterly basis, and the budget director cannot transfer 
funds. It is all on a line budget. The only thing he can do is revise 
them downward. 

It seems to me that any of the reductions which have been made in 
the use of authorizations for the fiscal year 1953 were made under 
the order of the budget director, which was approved by the Presi 
dent, and under the proc edures which were provided for under pres 
ent Federal laws. These procedures were provided for by Public 
Law 759, section 1211, subsection 2 of the act. 


30505—538—pt. 3-3 
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I reread this section, and I feel that it was the intent of Congress 
that you as an administrative officer, Secretary of Agriculture, should 
at all times try to work to reduce unnecessary spending. I think that 
is what you have done, and I want to compliment you on that. 

Secretary Benson. Thank you very kindly. 

Mr. Anpersen. Mr. Secretary, let me say that certainly there is no 
difference of opinion as to your duty and obligation to save money 
wherever you can. Also, I might say that there is no question about 
your right and duty to come before this subcommittee and the Con- 
gress and advocate your views relative to the appropriation requests 
for the ensuing fisc al year. 

Mr. Whitten’s contention and my contention is simply this: Once 
the Congress has acted, that action becomes law. Certainly I see 
nothing in the discussion this morning whatsoever which would indi- 

cate that you have done anything contrary to the intent of the Con- 

gress. But Mr. Whitten and I want to have it understood that we 
in the Congress are jealous of our rights under the Constitution to 
apeseee iate money. If the Congress stated that certain things must 
be done that is the law. I hope I have made myself plain on that 
particular point. 

If you can—and I believe you can—through a reorganization proc- 
ess make for a more efficient Department of Agric ulture, I believe you 
will have Congress with you 100 percent. 

Secretary Benson. Thank you, Mr. Chairman. I, of course, have 
been impressed with what has been said. I do not know that I need 
to be reimpressed with the importance of obeying the will of Con- 
gress, but I think these discussions are probably helpful. 

Mr. Wuirren. Mr. Chairman, I certainly agree with much that you 
and Mr. Laird have said. But I want to restate my position for the 
record. If Congress provides funds for a certain number of em- 
ployees for a certain number of districts and the districts are formed, 
and if the Department decides not to employ the people and serve the 
new districts, it would be circumventing the will of Congress. Mr. 
Roberts says that did not happen. Perhaps it will not happen. 
However, I went through a fight last year to get adequate funds for 
flood-prevention work in watersheds. Congress, in 1936, passed the 
law bottling up the water in four rivers in north Mississippi. Part 
of that same law provided for work on the watersheds shee those 
reservoirs. Yet 15 years later we still have not given the protection 
assured these watersheds when the dams were authorized. Imagine 
my feelings when I find that the Department had issued orders stop- 
ping all construction work. Such work stoppage did damage, since 
you have to do watershed work at the right time. The Congress 
passed that program after a terrific fight. We won it and I think 
properly so. 

It should be mentioned that the Secretary and the Department re- 
leased such stop order after going into the matter at my request. 
That type of action is what I am trying to point out. I think it is 
very important in considering a proposed reorganization that these 
matters be cleared up. 

Mr. Benson, I want to agree with the chairman. You will find us 
back of you 100 percent in bringing about a more efficient Department 
of Agriculture, but we do not intend to see it made ineffective if we 

‘an help it. 
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RELATIONSHIP OF ORGANIZATION PLAN TO PLANS OF OTHER DEPARTMENTS 


Mr. Marsuauy. We have taken quite a long time, Mr. Secretary, on 
Reorganization Plan No.2 There is a tendency sometimes, to copy 
patterns from one department to another without regard to efficiency. 

I noticed in your statement that you were talking about a pattern 
which was following some other department in regard to an admin- 
istrative assistant secretary. 

Secretary Benson. You mean in this document? 

Mr. MarsHay. That is right; on page 2. 

Secretary Benson. No, we are not following any pattern I know of 
in any other department. It could be somewhat the same, but we did 
not refer to any other department. I did mention that one depart- 
ment plan came up ahead of this. We were not necessarily following 
the pattern. I do not know what was in their plan, as a matter of 
fact, in detail. It did come before the Cabinet, but this had already 
cleared us before I learned anything about the other plan. This has 
no relation to any other plan, so far as I know. 

Mr. Marswatt. I hope that there is no tendency in a reorganization 
to copy the reorganization of other departments. I feel that there is 
a difference in the organization of the work for effectiveness in the 
Department. 

Secretary Benson. We have nothing like that in mind. It has not 
come into our discussion so far as I know. 

Mr. Marsnatt. I do feel that people who are placed in policy- 
making positions should not be oe by civil-serv ie regulations as 
to appointments, which I fear is being furthered by bringing the 
Assistant Secretary of Agriculture under the civil-service regulations. 


STATUS OF ASSISTANT SECRETARIES AND ADMINISTRATIVE ASSISTANT 
SECRETARY 


Secretary Benson. Well, the two Assistant Secretaries, Mr. Con- 
gressman, are not brought under, but the Administrative Assistant 
Secretary is a civil servant. 

Mr. MarsHau. He is the man I am referring to. 

Secretary Benson. I think the thought has been that would give 
some continuity of administration, to have the man who handled a lot 
of the detail for internal administration a public servant and carry 
over from one administration to the next. I think that was the 
thinking. 

Mr. Rorerts. That is correct. 


FUTURE AUTHORITY AND POLICY OF SECRETARY 


Mr. Marswauy. In your discussion of Reorganization Plan No. z 
we were talking in terms of other policies of the Department and we 
were a bit hesitant about them because we felt that additional author 
ity might be given the Secretary. Mr. Secretary, this is not a new 
occurrence. Other people have had some ideas along that line. In 
my knowledge, going back over the period when President Roosevelt 
first become President of the United States, it was one of the difficul- 
ties at that time. A number of people who are talking today in terms 
of streamlining or bringing more authority under the Secretary were 
some of those who were op posed to doing just that not so long ago. 
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However, relative to determining policy within the regulations that 
you have, a matter came to my attention the other day which I think 
has some bearing upon this particular issue we are discussing today. 


SIGNIFICANCE OF MEMORANDUM TO STATE COMMITTEES 


[ am referring to Mr. Gordon’s Memorandum 101, which went out 
to State committees. I believe you are familiar with that memo- 
randum; are you not 

Secretary Benson. Yes: | am somewhat familiar with it. I went 
over it. [do not know that I could spell out all of the details of it, 
but in general I am familar with it. 

I think Mr. Davis would be more familiar with it, because he helped 
to work it out. 

Mr. Marsuaui. Mr. Chairman, I think it might be pertinent if that 
memorandum could be entered into the record at this point. 

Mr. Anpersen. The committee will have that done at this point. 

(The document is as follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE 
PRODUCTION AND MARKETING ADMINISTRATION 
Notice General-101 


\ by PMA State committees 


ADJUSTMENT IN PMA STATE AND COUNTY OFFICE PERSONNEL 


Approved : 
HowAkrp H. Gorpon, 
tdministrator. 


In view of the elimination of work on production goals, cotton-acreage deter- 
minations, and assistance to farmers except selective-service work, it will be 
necessary to have a reduction in force in State offices and to adjust employment 
in county offices. 

We realize that this will require realinement of duties and responsibilities 
and perhaps a little heavier workload on each one of us. Your area director or 
someone from his staff will meet with you at the earliest possible date regarding 
necessary reductions in State and county personnel. Please defer action with 
respect to reduction in force until advised by your area director. 

It is recognized that reduction in staff now will result in only small savings 
in funds for fiscal year 1953. On the other hand, unless the personnel reductions 
ure made in time for final leave settlements to be completed by June 30, neces- 
sary savings for 1954 will be difficult to attain. 

In your discussion of this problem you should keep in mind the following: 

(1) State and county committees will carry out the field responsibilities of the 
programs now assigned to them, including the agricultural conservation program. 

(2) The required reduction in personnel applies to permanent full-time em- 
ployees of your office and does not include part-time or WAE employees. Notice 
to employees of the effective date upon which they will cease active duty shall 
be issued at once but may give advance notice of more than 30 days. 

(3) Requests for employment of seasonal or emergency part-time employees 
will be considered as they are needed 

(4) Hereafter, the State committee, in carrying out its responsibilities, will 
determine program and administration policy, but the execution of such policies 
will be carried out by its employees under the direction of a State executive 
officer responsible to the State committee. Accordingly, all State committeemen, 
neluding the chairman, will be employed on a WAE basis. 

>) Similarly, the policy-forming and policy-execution functions in the county 
iffice will be separated. The policy-forming functions will be left with the 
county committee and the policy-execution functions will be vested in a county 
office manager. The county committee will hire the county office manager who 
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will execute the policies of the county committee, be responsible for the day-to-day 
operations of the county office, and hire and direct other county office personnel 
Accordingly, in the future, county committeemen will not work on a full-time 
basis. 

Mr. ANnversen. Continue, Mr. Marshall. 

Mr. MarsHauu. We have heard quite a lot of talk. Of course, we 
recognize that a certain amount of rumor and talk is a matter of 
catch phrases and so on. We have heard the term rather loosely used 
of “Agricrats.” 

Secretary Benson. “Agricrats”/ 

Mr. Marswary. “Agricrats.” 

Secretary Benson. That is a new one. 


FUTURE STATUS OF PMA STATE AND COUNTY COMMITTEES 


Mr. Marsuau.. In connection with the use of that phrase by Presi- 
dent Eisenhower in the recent campaign, people have been informed 
that one of the new policies of the administration was to bring more 
farmer control over the programs. However, it appears to me that 
Mr. Gordon’s memorandum is directly contrary to that policy. 


SECRETARY'S STATEMENT BEFORE SENATE COMMITTEE ON AGRICULTURE 


Mr. ANprRsEN. Mr. Secretary, I understand you made a state- 
ment before the Senate Committee on Agriculture and Forestry 
March 25, 1953, in which you embodied certain information rela- 
tive to this proposed change to which Mr. Marshall has referred. 
That comes under the heading of “Consolidation of State and County 
Offices” and “Personnel and Organizational Changes in the State 
and County Offices” appearing on pages 17 to 20 of that report. 

In the interests of clarity we will place in the record at this point 
the information just referred to. 

(The information is as follows :) 


CONSOLIDATION OF STATE AND COUNTY OFFICES 


Since February 1951 the Department has been carrying on an intensive pro 
gram of consolidating State and county offices of certain agencies, particularly 
PMA, SCS, and FHA. Under this program, consolidations have been effected 
in 28 States offices and in over 1,100 counties. There were consolidated offices 
in 733 counties when this program was started. 

After 2 years of intensive work there remain 20 States and nearly one-third 
of the counties in which the office space of the various agencies has not been 
consolidated. In these areas there are extraordinary difficulties involved in 
carrying through the program. In some States it would be necessary to separate 
some of the USDA agencies from their locations at land-grant colleges, thereby 
making more difficult the cooperation of the Extension Service with these 
agencies. In other areas, higher rental costs are involved. 

Accordingly, I have suspended this program in order to allow an opportunity 
for a survey of the gains and losses that have resulted from the consolidations 
already made, 


PERSONNEL AND ORGANIZATIONAL CHANGES IN THE STATE AND COUNTY OFFICES 


In accordance with prudent administrative procedure, we have been examin 
ing the personnel of the State PMA offices to evaluate the efficiency of their 
operation. This study has been under way since we came into office. Changes 
in personnel have beeh made in only one State, but other changes are con 
templated. 

An additional change has been to put the employment of State PMA com- 
mitteemen on a part-time rather than a full-time basis. We expect that this new 
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policy will reduce expenses and will attract people of superior judgment and 
experience. Many a capable, interested farmer will take a State PMA committee 
job if he can do so on a serve-as-needed basis, and keep his farm as a going 
concern. 


The local and county PMA committees choose their own personnel, and there 
is every intention on my part to see that they continue to do so. 

The local farmers have generally done a good job in selecting personnel. An 
important part of our grassroots approach is to keep these committees func- 
tioning with a maximum of local responsibility. 

The policy-forming and policy-executing functions of the State and county 
PMA offices are being separated. The policy-forming functions will continue to 
rest with the State PMA committees selected by the Secretary and the county 
PMA committees elected by participating and cooperating farmers. The com- 
mittees will function in much the same manner as a board of directors. The 
State committee will determine the policies of the State office, and these policies 
will be carried out by a State executive officer working under the committee's 
direction and responsible to it. Likewise, the county committee will set the 
policies for the county office, and these policies will be carried out by a county 
office manager selected by and responsible to it. The county office manager will 
supervise the day-to-day operations of the county office. 

This method of operation will enable each member of the team to perform the 
functions which he is best qualified to undertake. 

We are establishing a rotation system for each State committee, under which 
one or more State committeemen will be replaced each year. This will enable 
us to bring fresh and wider viewpoints to bear on State office policy and opera- 
tions. It will also insure stability and continuity of policy by retaining experi- 
enced members on the committee from one year to the next. 

Mr. Marsnatn. Mr. Secretary, since there has been considerable 
talk concerning the farmers’ administration of the prog ‘am at the 
grass-roots level, it would appear to me that this new plan of removing 
county committees from the operational work of the county associa- 
tion, the PMA association, is a step away from farmers’ adminis- 
tration instead of toward it. 

Secretary Benson. Well, I do not feel so, Mr. Marshall. Those 
with whom we have consulted, including certain of the farm leaders 
and others, do not feel that way, either. It was our combined judg- 
ment that this was simply good administration. It is usually best to 
have the policymaking unit and the executive officer carrying out those 
policies two different persons. It was with that in mind, making it 
work more efliciently, that we took the step. I think there was no 
intention of removing it from the farmers. I think it is just as close 
to the farmers as it has been, and I believe it will result in a saving 
of funds and in more efficient administration. 


SAVINGS TO ACCRUE AS RESULT OF CHANGE IN COUNTY ADMINISTRATION 


Mr. Marsnaun. How much do you expect to save by making these 
county committees operate this way? 

Secretary Benson. I could not say. I do not know that we have 
developed any figure, but there certainly will be some change, because 
in some State committees there have been 2 or 3 people on full time. 
We think 1 executive officer receiving about the salary which the 
chairman has been getting can carry out the wishes of that committee, 
and it should result in some saving. 

Mr. Marsuatu. Would it be possible to place in the record an esti- 
mate as to how much you feel might be saved ¢ 

Secretary Benson. We could approximate it. "We would be happy 
todoso. We started to make some estimates. 








(The information is as follows :) 


This change in handling PMA field work will result in savings of an estimated 
$125,000 annually in State and another $500,000 in county-office operation. This 
is based on an estimated average of 75 days’ actual employment by State and 

ounty committeemen. 


PROGRAM CHANGES AT STATE AND COUNTY LEVEL 


Mr. Marswatyi. Thinking in terms of the functions and work that 
the county committees do, in relieving the county committees of re- 
sponsibility for actively administering the program, is there any 
thought of making any change, so far as any of the work at the county 
level is concerned ? 

Secretary Benson. No; we have given no thought to any change 
particuls arly in their functions. We did discontinue those State and 
county goals, as Mr. Roberts mentioned earlier. That work, as I recall, 
we decided would be done in BAKE, if necessary to do it at all. 

Mr. Roserts. Only to the extent that it may be necessary to have a 
breakdown of the national goals. 


COUNTY PERSONNEL UNDER CIVIL-SERVICE REGULATIONS 


Mr. Marsuauw. Is it your intention, Mr. Secretary, to place the 
county personnel under civil-service regulations ¢ 

Secretary Benson. Well, I do not know. I had not even thought of 
that, Mr. Marshall. Probably the person who is employed full time as 
the executive officer might be. 

Mr. Loos. Of the State committee, Mr. Secretary. 

Secretary Benson. Of the State committee; yes. The officer of the 
State committee ? 

Mr. Roserts. Yes; but not the county officer. 

Secretary Benson. Put it this way: The executive officer of the State 
committee I think probably does qualify now to come under civil 
service. 

Mr. Marsnaru. I hope, Mr. Secretary, that in further review of 
your work you will work toward greater service to the farmers in the 
county as well as what might appear to be a little more efficiency. 

Secretary Benson. You may be assured we will work toward it, 
sir. That is most important of all. 

Mr. Marsan. I am glad to hear you make that statement. 

Secretary Benson. Yes. After all, we would not need the program 
were it not for the farmer. 

Mr. Marswauu. In my county as a farmer I have gone into my 
county association and dealt with my county committee. I have felt 
that their knowledge and understanding of the programs being oper- 
ated gives me an excellent connecting link with the Federal Govern- 
ment. 

Of course, in my particular county, and I also believe in my entire 
State, we have not had what we might term an executive secretary ap- 
proach. It has been direct administration by the farmers in the op- 
eration of the program. 

You can appreciate, I am sure, that a step away from farmer ad- 
ministration, a departure from grassroots control, is a bit disturbing 
at this time. 
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Secretary Benson. There is no intention at this time to remove it 
from the grassroots control under this plan. 


SECRETARY'S BUTTER-SUPPORT POLICY 


Mr. Marsnautu. Mr. Secretary, I want to congratulate you on the 
very courageous and aggressive proposals you made at the recent meet- 
ing of the American Dairy Association in Chicago as to ways that 
might be used to increase the consumption of butter and other dairy 
products so that dairy farmers will not have to rely on a system of 
high rigid price supports. 

Secretary Benson. Thank you, sir. 


MOVEMENT OF DAIRY PRODUCTS TO DEFICIT AREAS 


Mr. Marsuauy. I was especially interested in your suggestions that 
steps be taken to move more milk from the surplus to the deficit areas, 
that milk regulations be modernized and made more practical; and I 
am glad to see that you have called an industry conference to go into 
all phases of this important problem. 

I am very strongly in favor of any steps that can be taken to in- 
crease the flow of dairy products from the surplus areas to the deficit 
areas. What steps would you people in the De partment of Agriculture 
recommend to open up the big milk-consuming centers like Wash- 
ington, Philadelphia, and New York to surplus milk from States like 
Minnesota ? 

Secretary Benson. That is a very big question, of course. I do 
not know that we are in a position right now to make any firm recom- 
mendations, Mr. Marshall. The big reason for inviting this industry 
committee of some 83, as I recall it, representatives of the dairy in- 
dustry, from the producer right across to the distributor and processor, 
is to formulate some proposals which will help relieve this present 
dairy situation. I am of the firm opinion that out of that conference, 
which will probably be broken up into segments for more effective 
work, we will be able to evolve some things that will be very helpful. 

I think probably I do not have anything more to say on that right 
now. Weare just approaching the study of the problem, as you know. 
The industry has indicated a willingness to work very closely with 
us, and we are going to make whatever contribution we can. We hope 
to bring other agencies into the picture to make their contribution, in 
the hope that we can develop a program that the dairy industry can 
live with, which will be helpful to the industry. 


RELATION OF TREND IN BUTTER CONSUMPTION TO PRICE-SUPPORT PROGRAM 


Mr. Marsnary. In your Chicago speech, Mr. Secretary, you men- 
tion the decline in creamery-butter production from 1941 through 
1952: a decline of some 666 million pounds. 

Then, Mr. Secretary, you said, and I quote : 

In these 11 years population had increased by 23 million people, while the 
much smaller quantity of butter, 1,206 million pounds, had been depending on 
Government price supports. Excessive artificial aids are rapidly destroying 
inarkets for which they were designed to protect. 
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It is unfortunately true that the per capita consumption of butter 

as been steadily declining since about 1939. I am interested in at- 
tempting to correct a few facts. 

[ am under the distinct impression that the decline of butter pro- 
duction and consumption was due to a lot of other factors than the 
price-support program. In fact, I wonder if the price-support pro- 
gram for butter had nearly as much effect on the decline in consump- 
tion as some of these other things. 

These are the facts, as I understand them. 

From January 1, 1938, to April 30, 1941, there was a support for 

butter through the Dairy Products Marketing Association. 

The approved purchase price for butter for these years was : 1938-39, 
Y514 cents to 2514 cents a pound ; 1939-40, 2514 cents to 2814 cents 
per pound; 1940-41, 27 cents to 30 cents per pound. These prices are 
tor 92-seore butter at Chicago. 

Now, the retail price for butter during these years is reported by 
the Department of Agriculture as: 1938, 34.7 cents a pound; 1939 
32.5 cents a pound; 1940, 36 cents a pound; and 1941, 41.1 cents a 
pound. In all these years the retail price was 7 cents to 10 cents 

ligher than the support. In 1939 the per capita consumption of 
butter increased over 1938 from 16.4 pounds a person to 17.5 pounds 
a person. It dropped to 16.9 pounds in 1940, and to 15.9 pounds in 
L941. 

The per capita consumption of butter declined the farthest and the 
fastest from 1942 up to 1949. During this period there was a price 
support for butter offered by the Department of Agriculture, but from 
November 29, 1942, through December 31, 1948, there were no price 
support purchases because of the strong commercial market demand 
for butter. 

In other words, while there was a price-support program for butter 
on the books from April 3, 1941, through 1948, it was not used because 
it was not needed. 

Now, as far as butter is concerned the price support program did 
not really begin to operate until 1949. From 1949 through Decem 
ber 31, 1952, a total of 258.5 million pounds of creamery butter were 
purchased under price support. 

The total butter oe for these 4 years was over 6 billion 
pounds. In other words, less than 5 pounds out of every 100 pounds 
produced during this period was purchased under the price-support 
program, and practically all of this was in the first 2 years, 1949 
and 1950. 

Now, in both of those years, 1949 and 1950, butter consumption per 
person actually increased over the previous year. 

These are the facts as I understand them from studying the official 
reports of the Department of Agriculture. If these are not the facts, 
then I would appreciate having the correct information. 

Personally, I do not feel, Mr. Secretary, that the price-support pro- 
gram for butter has had nearly as much to do with the decline in 
butter consumption as your speech in Chicago indicates. I would 
like for you to insert a reply to this analysis in the record so that I 
may be corrected if I am wrong in that assumption. 

Secretary Benson, Certainly, I will be pleased to do so. 
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(The information requested follows:) 


The question as to what extent price-support programs have affected the de 
mand for or actual consumption of butter is of course a matter of judgment 
It is true that butter consumption was reduced during World War II by the 
operation of factors other than the price-support program, but the problem 
facing dairymen following the removal of controls in 1946 was how to regain 
or rebuild their market. And it is a fact that an examination of the figures 
below shows that instead of regaining markets, average per capita consump- 
tion of butter has been declining while average per capita consumption of mar- 
garine has shown a significant increase. 


Per capita consumption of butter and margarine, United States, 1989-5 


[Pounds] 


i 


Year Butter Margarine Year Butter | Margarine 
1939 Sian 7.3 2 I aa itn ck eee bil 10. 4 | 3. 
I la la lea a aid ; 16.7 2.4 1947... i 11,1 4.9 
lath denial Rie ial dae desde 15.8 2.7 SPP ee Ree eee 9.9 6.0 
Ss athiceeusGaninaen in talc es 15.7 2.7 al 10. 4 | 5.7 
DE csina cauibeedte helenae ivaton 11.7 | 3.8 PDEs kivhitceceetbectes 10.6 6.0 
NE ree 11.8 0 ON tks crt aul swebune’ 9.5 | 6.5 
ING extn Gc niincatanitatcdsibactcurinn | 10.8 4.0 DEE “cantinnbenetiebawenmadad’ 8.8 7.8 


! Preliminary. 


‘ORN-ROTATION PROGRAM 


Mr. Marsuatu. I have one other question. Mr. Secretary, when you 
were here previously you made what I thought was a very opportune 
statement concerning the movement of corn. As I understood it, con- 
siderable corn had been going out of condition, and it was your in- 
tention to replace that corn with corn from the current year’s crop, 
which would protect the interests of the Government. 

Secretary Benson. To revolve the corn. 

Mr. Marsuauy. Yes. Mr. Secretary, I would like to know as of this 
date how much corn you have replaced. 

Secretary Benson. I could not answer offhand. Mr. Davis could 
probably give a better estimate than I. 

Mr. Davis. Actually we have not had to purchase any. 

Secretary Benson. We have not? 

Mr. Davis. No. I think that the assurance that we stood ready to do 
so has made it unnecessary. 

Secretary Benson. What about the corn that was deteriorating? 

Mr. Davis. It has moved into the market at the rate of around 
800,000 or 1,000,000 bushels a week. 

Secretary Benson. That is encouraging. 

Mr. Marsuaut. It is encouraging, Mr. Secretary, unless it has had 
this same price depressing effect on the market about which the De- 
partment was criticized before. 

Secretary Benson. Yet that is about the only thing we have to do 
with it; is it not? You cannot keep taking it in without getting rid 
of it sometime. If the price is right, of course, we are obligated to do 
it. 

Mr. Marsnarti. Oh, yes. I think, however, that attention should 
be given to maintaining an adequate reserve at this time. 

Secretary Benson. Yes; I think that is true. I presume that the 
greatest pessimist would probably say we have ample reserves at the 
present time. 
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Mr. Marsuauu. Mr. Secretary, since you have not found it necessary 
thus far to replace the corn going out of condition, does that indicate 
that less corn is spoiling than you previously indicated to the com- 
mittee? You indicated about 20 million bushels would have to be 
moved, 

Secretary Benson. We have been offered No. 2 corn in terminal stor- 
age but it would contain as high as 1514-percent moisture which is not 
suitable for long-time storage and might contain blendings of old 
CCC corn. Our purchase spec ifications call for “fresh” country-run 
corn, grading No. 2, and containing not over 14-percent moisture. 
Corn meeting those specifications has not been offered yet. We are 
making a special effort now to contract suc th corn for 30-day delivery. 
There is no change in our estimate that 20 million bushels of corn 
should be marketed from CCC stocks within the next few weeks. 
That amount shows some deterioration or is in danger of deteriora- 
tion if carried into the hot summer months. 

Mr. Marswau. Mr. Secretary, I was interested in your article in 
the April issue of Farm Journal entitled “Where I Sti and.” 

At one point in this article you said: 

It has become so profitable to turn corn over to the Government that hog 
farmers can’t afford to feed their own hogs. Hog numbers have further de- 
clined, and farrowing is off this spring, at the very time the corn supplies are at 
a near-record. It shows how fixed support prices can gum things up. 

I wonder if this doesn’t slightly overstate the case against the pres 
ent price-support program for corn. In fact, I wonder if the corn 
loan hasn’t been effective in preventing a further decline in the live- 
stock market. 

If it was not for the corn loan, would not corn prices be lower than 
they are? Would not more hogs be raised? Would not more meat 
be produced? Would there not be more pork to compete with beef ? 

Mr. Benson. The thing which is desired by all concerned, as I see 
it, is to produce the feed, convert it into meat, process it, and make the 
meat available to the consumer. If that happens, everybody has his 
job to do and America gets fed. If this process is interrupted at any 
point, we deprive somebody of a task or a market. 


DISCUSSION OF PRODUCTION CONTROL 


Mr. Marsnwart. Mr. Secretary, I am still a relatively young man 
but I am old enough to remember what happened to wheat prices after 
Alexander Legge’s s statement in 1929. In your statements concerning 
turkeys, cotton, dairy products, and wheat, I see a parallel. As a 
single producer among thousands I want to cooperate with your re- 
quest to cut production. What assurance can you give me that large 
operators, sometimes miles and miles away, won’t increase their pro 
duction more than I decrease mine? If I don’t have that assurance 
I’d be taking a grave risk of being caught with little production in a 
year of low prices. Surely on the basis of past experience in dealing 
with situations of this kind, you must have some plan to enable me 
as an individual farmer to cooperate and at the same time have the 
assurance that I am not destroying myself by doing so. How have 
you provided this assurance to cotton and turkey producers this com- 
ing year? 

Mr. Benson. Under current legislation, there are no available au- 
thorities under which turkey production can be directly affected or 
turkey marketings controlled. In the case of cotton, however, there 
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s authority under the Agricultural Adjustment Act of 1938, as 
amended by the Agricultural Act of 1949, for acreage allotments and 
marketing quotas provided cotton supplies exceed certain levels. The 
Department is interested in seeing that both turkey and cotton pro- 
ducers understand the economic situation with respect to their particu- 
lar commodities this year and we believe this to be in the interest of 
the producers of both commodities, although we cannot give specific 
assurances as to what particular individuals may or may not do. 
Obviously, under such circumstances each farmer has to look at his 
probable cost of producing the particular commodity and possible 
prices. In doing this, we believe that many of them will find that 
they are not destroying themselves by keeping production within the 
limits which it looks like they can safely handle. And in the case 
of cotton, another large crop this year would mean that farmers would 
be faced with the necessity of considering acreage allotments and 
marketing quotas for 1954. 

Mr. Marsnauy. Mr. Secretary, I am becoming increasingly alarmed 
at what might be called a trend toward scarcity economics in our farm 
program thinking. After all, the public as consumers has a vital stake 
in abundant farm production. I’m thinking about 1960; for example, 
we need to start planning now to have food for about 20 million more 
people. Department of Agriculture statistics show it would take at 
least 5 years to get a 20-percent increase in production. What I am 
afraid of is that beef cattle and dairy cow numbers will be going down 
due to lowered prices right at the time we have a record consumer 
demand. My question is: How do we insure a constantly expanding 
farm production plant to meet population increases if we let bumper 
crops of a few years push farm income below the break-even mark with 
high farm cash costs / 

Mr. Benson. The question as to how to insure an expanding farm 
production to meet population inereases is an important one. Recently 
our population has been increasing at the rate of 2 or 214 » percent a 
year, and we can probably expect a further increase of : about 13 million 
people by 1960. If we can maintain or further increase beef cattle and 
dairy consumption, as many people would like to see done, the cattle 
numbers we now have in the United States are not excessive. But the 
heart of this problem is actually moving the milk, butter, and beef into 
consumption, not holding up numbers of beef and d: airy cows by the 
process of piling up beef and butter in Commodity Credit Corporation 
stocks for which no means of disposal are in sight. Isn’t it likely that 
facing this problem squarely now will give better assurance of future 
farm supplies than taking a series of steps which will result in the 
farm program breaking down a few years in the future / 

Mr. MarsHauy. Mr. Secretary, I do hope we face facts squarely. 
Don’t you think that it would be a good thing for the record to show 
at this point why you feel that some kind of a price-support program 
for agriculture is justified, as I am sure you do; whether it be what 
we have now or something else ? 

Mr. Benson. I think that is a fair question. I said in my general 
statement on agricultural policy th at the family farm isina vulnerable 
economic position, and that the guarding of farm levels of living re- 
quires a program of storage and price supports to help assure stability 
of income. I have also said that I feel the present legislation on 
price supports could be improved. Our studies have not yet progressed 
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far enough to permit us to indicate precisely the direction that such 
improvement might take. 


DIRECTIVES GROUPING RESEARCH AGENCIES AND AGRICULTURAL RESOURCES 
AGENCIES IN 1951 


Mr. Marsuauy. Mr. Secretary, you told the Senate committee yes- 
terday afternoon that before your recent changes in the Department 
all 20 agencies of the Department were reporting directly to the Sec 
retary. My impression is that research agencies had been grouped 
back in 1951 by memorandum 1279 and the agricultural resource agen- 
cies by memorandum 1278. A reading of those directives will show 
that, I believe. Will you supply the committee with copies of those 
two memoranda for the record at this point? 

(The memoranda in question are as follows:) 


Fesruary 15, 1951. 


MEMORANDUM No. 1278—COORDINATION OF THE DEPARTMENT'S AGRICULTURAL 
RESOURCES CONSERVATION SERVICES 


To increase administrative effectiveness and economy, and accelerate the rate 
of accomplishment of the Department's conservation program; to maintain the 
productive capacity of the Nation’s land resources at a level equal to the demands 
of the national security, the rate of population growth, and a continued rise in 
American standards of living; to provide an appropriate standard for all the 
Department's soil-conservation activities; to utilize to best advantage the great 
variety of agricultural sciences available in this field; and to provide the unified 
and coordinated leadership, service, and action needed to meet to the fullest 
possible extent Department of Agriculture responsibilities regarding soil, water 
range, and forest conservation, the following policies, objectives, and adminis 
trative assignments are hereby established and effected : 


I. BASIC SOLL CONSERVATION OBJECTIVE 


The basie physical objective of soil-conservation activties by Department 
agencies shall be the use of each acre of agricultural land within its capabilities 
and the treatment of each acre of agricultural land in accordance with its needs 
for protection and improvement. 


II. AGRICULTURAL RESOURCES CONSERVATION SERVICES 
1. Consolidation of county and State offices 


1. In accordance with the objective of the Department to headquarter all 
USDA personnel having county responsibilities in a single office, county office 
personnel of the Soil Conservation Service and of the Production and Marketing 
Administration shall be moved into the same county offices as soon as such 
physical consolidation can be efficiently accomplished. It shall be the policy 
of the Department to invite county agents or representatives of State agricultural 
agencies to locate in such single county offices wherever possible. 

2. The headquarters of all USDA personnel with statewide responsibilities 
shall be consolidated in a single State office. State office personnel of the Soil 
Conservation Service and of the Production and Marketing Administration shall 
be moved into the same State office as soon as such physical consolidation can 
be efficiently accomplished. 

B. National authorities and responsibilities 

1. The agricultural resources conservation services of the USDA shall be 
under the supervision and direction of the Assistant Secretary designated for 
this activity. This includes supervision and direction of the Forest Service and 
the Soil Conservation Service, the agricultural conservation program of Pro 
duction and Marketing Administration, and the activities listed below in what 
ever agency of the Department they may be located. In carrying out his re 
sponsibilities the Assistant Secretary shall utilize as his principal advisers, the 
he ids of the agencies authorized to engage in conservation activities. 

The activities assigned to the supervision and direction of the Assistant 
Secretary shall, among others, include: 

(a) The development of departmental policy with respect to agricultural 

resources conservation. 
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(b) Conservation, utilization, and management of forest, range, soil and 
water resources including watershed management, irrigation, drainage, and 
disposal of water, flood control, and river basin investigations. 

(c) The acquisition, management, and disposition of lands under the juris- 
diction of the Department. 

(d) Representing the Department on governmental, quasi-governmental, or 
private boards, committees, commissions, or other bodies relating to these 
responsibilities. 

(e) Encouraging the creation and development of soil-conservation districts. 

(f) Executing on behalf of the Secretary, departmental memorandums of 
understanding with boards of supervisors organized under soil-conservation 
district laws and with State soil-conservation committees, or with other State 
or local agencies covering activities related to the work assigned to him. 

3. The Assistant Secretary is authorized and directed to initiate immediately 
and to maintain a continuous survey of the agricultural resources activities of 
the Department and to determine with the Secretary such action, including 
transfers of functions, as may be necessary and appropriate to insure integra- 
tion, effectiveness, and economy of the functions assigned to him. 

4. The Assistant Secretary is hereby empowered to delegate the authority 
assigned to him to persons or agencies under his supervision and to authorize 
redelegation. 

5. The land and water resources staff of the Office of the Secretary is hereby 
assigned to the immediate direction and control of the Assistant Secretary des- 
ignated for agricultural resources conservation services. 

6. Under the direction of the Assistant Secretary, the Soil Conservation Serv- 
ice, the Forest Service, and the Production and Marketing Administration will 
jointly determine the soil-conservation practices to be included in the agricul- 
tural conservation program, and rates of payment for soil-conservation prac- 
tices, by meetings and consultations at the National, State, and county levels. 
All agencies shall be guided by the Department's basic soil conservation objective. 
C. Statewide duties and responsibilities 

1. The PMA State committee, the State conservationists of the Soil Con- 
servation Service, and the Forest Service official having jurisdiction of farm 
forestry in the State shall jointly formulate and determine the soil-conserva- 
tion policies and programs for guidance and direction of the Soil Conservation 
Service, Production and Marketing Administration, and Forest Service per- 
sonnel and operations within the State by means of conferences or other means 
to be initiated by the chairman of the State PMA committee. The president 
of the land-grant college within the State shall be invited to designate mem- 
bers of his staff to participate also. The State director of Farmers Home Ad- 
ministration shall also be invited. 

2. The State PMA committee shall continue to administer the agricultural 
conservation program and to carry out such other duties as are now or may 
he hereafter assigned to it. 

3. The State conservationist of the Soil Conservation Service shall be re- 
sponsible for all technical phases of the permanent type of soil-conservation 
work, except forestry, undertaken by the Soil Conservation Service and the 
Production and Marketing Administration within a State, and shall carry out 
his duties and responsibilities under the direction of the Chief of the Soil Con- 
servation Service but shall coordinate and integrate the performance of his 
work with the PMA State committee. 

4. The Forest Service official having jurisdiction of the forestry programs 
within the State shall be responsible to the Chief of the Forest Service, but 
shall integrate and coordinate his work wherever possible with the programs 
to be formulated pursuant to subparagraph C-1 above. 

5. The PMA State committee and the State conservationist of the Soil Con- 
servation Service shall jointly encourage the creation and development of soil- 
fonservation districts. 

D. County wide duties and responsibilities 

1. Within the statewide programs formulated by officers of the Department 
of Agriculture and others as provided for in paragraph C above, the PMA county 
committee and the local technicians of the Soil Conservation Service shall, 
working with the governing body of the soil conservation district, jointly formu- 
late and determine the soil-conservation policies and programs by conferences 
or other means to be initiated by the chairman of the county PMA committee. 
The county agent for the county and the county supervisor of Farmers’ Home 
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Administration shall be invited to participate in these deliberations. If no 
district or districts exist within the county, the PMA county committee shall 
arrange for participation by the soil-conservation technician assigned to the 
county. 

2. The PMA county committee shall carry out the duties now assigned to it, 
including the agricultural conservation program, and such other duties as may 
hereafter be assigned to it; but, where agricultural conservation program funds 
are obligated for the performance of permanent type improvements, the PMA 
county committee shall secure the recommendations of the local Soil Conservation 
Service technician assigned to the soil-conservation district as to the proper 
performance of such work. 

3. Technical phases of the permanent type soil-conservation work on the lands 
within a county shall be under the direction of the Soil Conservation Service 
technician assigned to that county, who shall receive program guidance from 
the PMA county committee in consultation and cooperation with the governing 
body of the soil-conservation district. 

FE. Coordination of forestry activities 

All forestry activities of the Department shall be under the direction and 
control of the Forest Service. To this end the following additional specific 
ussignments are made to the Forest Service: 

1. To the extent possible under present law or future amendments thereof, the 
forestry activities of the Soil Conservation Service are hereby placed under the 
direction and control of the Forest Service. The Forest Service, cooperating 
with State forestry agencies, will be responsible for producing and distributing 
forest tree planting stock, developing plans for farm forestry and shelterbelts, 
and assisting landowners in carrying them out. For farms of soil-conservation 
district cooperators, the Soil Conservation Service will continue to recommend, 
as a part of its farm-conservation planning, the land to remain in trees, the 
existing wooded areas to be converted to other uses, and where new woodland 
areas Should be established by planting. 

2. The Forest Service and the Production and Marketing Administration will 
jointly determine the forestry practices to be included in the agricultural 
conservation program, and rates of payment for forestry practices. The Forest 
Service will develop the standards of forestry practices and will be responsible, 
working through PMA State and county committees, for determining compliance 
in application of these standards. Nothing in this paragraph shall be construed 
to alter the existing arrangement whereby the Forest Service administers the 
naval-stores program by delegation from the Production and Marketing 
Administration. 

III. GENERAL PROVISIONS 


A. All previous memoranda or orders, or parts thereof, which are inconsistent 
with the provisions of this memorandum are superseded ; however, regulations 
procedures, delegations of authority, and similar instruments heretofore issued 
with respect to functions included in this memorandum shall continue in full 
force and effect unless and until withdrawn or superseded pursuant to the 

uthority provided in this memorandum. 

B. The provisions of this memorandum shall become effective immediately. 

CHARLES F’. BRANNAN, Secretary. 


FEBRUARY 25, 1953 
MEMORANDUM NO, 1278, SUPPLEMENT No. 1 
SUSPENSION OF CONSOLIDATION OF COUNTY AND STATE OFFICES 


Since it appears that the consolidation of offices in certain areas with higher 
ental costs may tend to increase, rather than decrease, total expenses and since 
consolidations of offices may tend to interfere with the efforts to bring about 
decentralization of departmental functions, any work on the further consolidation 
of county and State offices, as provided in paragraph II-—A of Secretary’s Memo- 
randum No. 1278, and any supplementing instructions, shall be suspended. 

In the case of any State or county office where it appears that due to commit- 
ments already made such suspension cannot be made effective, the matter 
should be immediately brought to the attention of the Assistant Secretary. 

Ezra Tarr Benson, Secretary. 
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FresrRuARY 15, 1951. 
MEMORANDUM NO. 1279—COoORDINATION OF AGRICULTURAL RESEARCH SERVICES 


In order that the Department may increase its capacity to identify appropriate 
problems for research; provide for the fullest utilization of the results of re- 
search; and, through its research, statistical, and other related services, may 
contribute most to agriculture and the national welfare, the following adminis- 
trative assignments are hereby effected : 

4. Authority and responsibilities of the Assistant Secretary 

1. The agricultural research and statistical services and related activities of 
the Department shall be under the general supervision and direction of the As 
sistant Secretary designated for this activity. 

2. The Assistant Secretary is authorized and directed to initiate immediately 
and to maintain a continuous survey of the agricultural-research activities of 
the Department and to determine with the Secretary such actions, including 
transfers of functions, as may be necessary and appropriate to insure integra- 
tion, effectiveness, and economy of the functions assigned to him. 


B. Authority and responsibility of the Administrator of the Agricultural Research 
Administration 


1. The Administrator of the Agricultural Research Administration shall be 
responsible for all agricultural research, other than economic, within the Depart- 
ment and of all cooperative relationships of the Department concerned with such 
agricultural research. 

2. The Administrator of the Agricultural Research Administration shall also 
direct and administer, through such officers of the Department as he shall 
designate, the Office of Experiment Stations and Department activities con- 
cerned with carrying out the provisions of the Research and Marketing Act of 
1946. 

3. The Administrator of the Agricultural Research Administration shall also 
direct and administer, through such officers of the Department as he shall desig- 
nate, the work of the Agricultural Research Administration, including the Bu- 
reau of Dairy Industry; the Bureau of Animal Industry; the Bureau of Plant 
Industry, Soils, and Agricultural Engineering; the Bureau of Entomology and 
Plant Quarantine; the Bureau of Agricultural and Industrial Chemistry; the 
Bureau of Human Nutrition and Home Economics, and the Agricultural Research 
Center. 


C. Authority and responsibility of the Chief, Bureau of Agricultural Economics 
The Chief of the Bureau of Agricultural Economics shall be responsible for 
all economic research and statistical activities carried on by the Department 
and for all cooperative relationships of the Department with other economic 
research and efforts. 
GENERAL PROVISIONS 


A. All previous memoranda or orders, or parts thereof, which are inconsistent 
with the provisions of this memorandum are superseded; however, regulations, 
procedures, delegations of authority, and similar instruments heretofore issued 
with respect to functions included in this memorandum shall continue in full 
force and effect unless and until withdrawn or superseded pursuant to the au- 
thority provided in this memorandum. 

B. The provisions of this memorandum shall become effective immediately. 

CHARLES F.. BRANNAN, Secretary. 


May 15, 1951. 
MEMORANDUM No. 1279, SUPPLEMENT 1 


DELEGATING RESPONSIBILITIES TO THE AGRICULTURAL RESEARCH ADMINISTRATOR 
AND THE CHIEF OF THE BUREAU OF AGRICULTURAL ECONOMICS 


In order to clarify the responsibilities of the Agricultural Research Admin- 
istrator and the Chief of the Bureau of Agricultural Economics under Secre- 
tary’s Memorandum No, 1279, and more specifically to define their relationship 
to activities of the Department under the Defense Production Act and other 
aspects of the Nation’s defense mobilization program, the following functions 
and responsibilities are hereby delegated to those officials, under the general 
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direction of the Assistant Secretary designated for agricultural research 
services: 
1. The functions relating to agricultural research vested in the Secretary 
of Agriculture under the Defense Production Act of 1950, including title III. 
2. With respect to agricultural research, maintenance of liaison and 
coordination with, and advice to, other governmental agencies having re 
sponsibilities under the Defense Production Act of 1950 (except title VI) 
or concerned with other phases of the Nation’s defense production program 
38. Responsibility for making provision for the performance by the De 
partment of work in the field of agricultural research requested by other 
agencies of Government or otherwise assigned to the Department, 

The term “agricultural research” as used herein means activities coextensive 
with the responsibilities assigned to the Agricultural Research Administrator 
and the Chief of the Bureau of Agricultural Economics by Memorandum No, 
1279. In carrying out these delegations, the Agricultural Research Adminis 
trator will be concerned with matters relating to agricultural research other 
than economic and the Chief of the Bureau of Agricultural Economics with 
matters relating to economic research and statistical activities. 

This memorandum shall not be construed to restrict the authority provided 
by Memorandum No. 1279 


CHARLES F. BRANNAN, Sccretary. 
CHANGES IN OPERATION OF STATE AND COUNTY PMA COMMITTEES 


Mr. MarsHati. Mr. Secretary, in our previous discussion of PMA 
committeemen, we did not have time to talk about the effect of your 
reassigninent of responsibilities for committees upon the elected com- 
munity committeemen. I am sure that you are familiar with the 
splendid contribution they have made to agriculture. Since assurances 
were given during the campaign that more use would be made of 
farmers at the grass roots, and since these community committeemen 
are democratically elected by their neighbors, is it your intention to 
continue using the services of these farmers in the administration of 
commodity loans, soil conservation, and other established programs? 

Mr. Benson. You may be assured that I am aware of the splendid 
contribution PMA county and community committees have made to 
agriculture and that we intend to make the best possible use of these 
farmer-elected committees in administering farm programs. 

| have recently revised the regulations governing PMA county and 
community committees. In the revised regulations, we made it abun 
dantly clear that these committees will have local responsibility for 
the agricultural conservation program, the price-support programs, 
marketing- -quota programs, the sugar program and such other pro 
grams as may be assigned by the Secretary or the Congress. The 
principal change which we have made has to do with the operation of 
the county PMA committee offices. The policy-forming and policy 
executing functions of these offices have been separated. The policy- 
forming functions will continue to rest with the elected committees. 
They will operate in much the same manner as a board of directors. 
They will make the policies of the office and hire a county office man- 
ager who will be responsible to them for carrying out committee 
decisions and for day-to-day office routines. 

We believe this method of operation will enable both the farmer 
committeemen and their hired employees to perform the function 
which each is best qualified to undertake. We also believe it will 
result in greater economy and efficiency. 

Mr. Marsuauu. Mr. Secretary, Mr. Gordon’s memorandum ee 
me some concern since I am keenly interested in keeping the adni 
istration of farm programs in the hands of those who understand Ses 
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problems best; that is, in the hands of the farmers themselves. You 
very graciously invited me to attend a meeting of your Dairy Ad- 
visory Committee. I believe you have made public the membership 
of all the advisory committees so far named. I would like to have a 
ist of the membership of each of these committees inserted in the 
record at this point with the names of those members actively oper- 
iting their farms designated. 
(The information requested is as follows:) 


INTERIM AGRICULTURAL ADVISORY COMMITTEE 


Dr. W. I. Myers, dean, Agricultural College, Cornell University (chairman) 

1). W. Brooks, Georgia Cotton Producers Association, Atlanta, Ga. 

Harry B. Caldwell, North Carolina State Grange, Greensboro, N. C2 

lyr, Harry J. Reed, College of Agriculture, Purdue University, Lafayette, Ind. 

Robert R. Coker, Hartsville, S. C.’ 

Homer Davison, American Meat Institute, Chicago, Il. 

Carl Farrington, Archer-Daniels-Midland Co., Minneapolis, Minn. 

Marvin McLain, Brooklyn, Iowa’ 

Chris Milius, Nebraska Farmers Union, Omaha, Nebr. 

Albert Mitchell, Tesquesquite Ranch, Albert, N. Mex.’ 

Lelmont L. Chapman, Newport, Mich.’ 

Milo Swanton, Wisconsin Council of Agriculture, Madison, Wis. 

fesse W. Tapp, Bank of America, San Francisco, Calif. 

ert Wood, Agriculture Economics Department, Oregon State College, Corvallis, 
Oreg 


COTTON INDUSTRY COMMITTEE 


Harry B. Caldwell, master, North Carolina Grange, Greensboro, N. C2 

Il). W. Brooks, general manager, Georgia Cotton Producers Association, At- 
lanta, Ga.’ 
R. Sayre, president, Delta Pine & Land Co., Scott, Miss.” 

Harold F. Ohlendorf, Osceola, Ark. 

\. L. Story, president, Missouri Cotton Producers Association, Charleston, Mo.’ 

George Q. Payne, El Paso, Tex.’ 

t‘ecil Collerette, president, Arizona Cotton Producers Association, Casa Grande, 
Ariz.’ 

J. R. Kennedy, general manager, California Cotton Co-ops Association, Ltd., 
Bakersfield, Calif.’ 

Robert R. Coker, Coker Pedigreed Seed Co., Hartsville, 8. C.’ 

(‘harles L. McNeal, Mississippi Federated Co-ops, Jackson, Miss.’ 

W. L. Smith, Buttonwillow, Calif.’ 

.. F. MeLaurin, president, National Cotton Ginners Association, Bennetsville, 
8s. C.* 

Harry S. Baker, president, Producers Cotton Oil Co., Fresno, Calif. 

J, C. Dellinger, Anderson-Clayton Co., Los Angeles, Calif. 

Stanton Brown, Exporters & Traders Compress & Warehouse Co., Waco, Tex. 

\lonza Bennett, vice president, Federal Compressing & Warehousing Co., Mem- 
phis, Tenn. 

L. T. Barringer, Memphis, Tenn.’ 

Burris Jackson, Hillsboro, Tex. 
mar Fleming, Jr., president, Anderson-Clayton Co., Houston, Tex. 

William D. Felder, president, W. D. Felder & Co., Dallas, Tex. 

\. L. Durand, president, Chickasha Cotton Oil Co., Hobart, Okla. 

\. B. Emmert, vice president, Dan River Mills, Danville, Va. 

Charles Hertwig, president, Bibb Manufacturing Co., Macon, Ga. 

Charles Cannon, president, Cannon Mills, Kannapolis, N. C. 

Craig Smith, Avondale Mills, Sylacauga, Ala. 

lesse Tapp, vice president, Bank of America, San Francisco, Calif. 

(. C. Smith, National Bank of Commerce, Memphis, Tenn. 

\lbert Long, vice president, Republic National Bank, Dallas, Tex. 

\. B. Coberly, Jr., president, California Cotton Oil Co., Los Angeles, Calif. 
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Walter L, Randolph, president, Alabama Farm Bureau Federation, Montgomery, 
Ala.’ 

Floyd Hawkins, president, Arizona Farm Bureau Federation, Phoenix, Ariz.’ 

Waldo Frasier, executive secretary, Arkansas Farm Bureau Federation, Little 
Rock, Ark.’ 

George Wilson, president, California Farm Bureau Federation, Berkeley, Calif. 

T. K. McClane, secretary, Florida Farm Bureau Federation, Winter Park, Fla.’ 

John I. Taylor, president, Oklahoma Farm Bureau Federation, Oklahoma City, 
Okla. 

5. H. Agnew, president, South Carolina Farm Bureau Federation, Columbia, 
Ss. C. 

T. J. Hitch, president, Tennessee Farm Bureau Federation, Inc., Columbia, Tenn.’ 

J. Walter Hammond, president, Texas Farm Bureau Federation, Waco, Tex.’ 

M. A. Hubbard, executive secretary-treasurer, Virginia Farm Bureau Federation, 
Inc., Richmond, Va." 

H. L. Wingate, president, Georgia Farm Bureau Federation, Macon, Ga.’ 
E. Stanford, executive secretary, Kentucky Farm Bureau Federation, Louis 
ville, Ky.’ 

Malcolm Dougherty, president, Louisiana Farm Bureau Federation, Inc., Baton 
Rouge, La.’ 

Boswell Stevens, president, Mississippi Farm Bureau Federation, Jackson, Miss.’ 

H. E. Slusher, president, Missouri Farm Bureau Federation, Jefferson City, Mo.’ 

John L. Augustine, Jr., executive secretary, New Mexico Farm and Livestock 
Bureau, Las Cruces, N. Mex.’ 

R. Flake Shaw, executive vice president and secretary, North Carolina Farm 
Bureau Federation, Greensboro, N. C2 

\llan Kline, president, American Farm Bureau Federation, Chicago, Ill.’ 

Roger Fleming, secretary-treasurer, American Farm Bureau Federation, Wash 
ington, D.C. 

Herschel Newsom, master, National Grange, Washington, D. C. 

Homer Brinkley, executive secretary, National Council of Farmer Co-ops., 
Washington, D.C. 

\Vm. Rhea Blake, executive vice president, National Cotton Council, Memphis, 
Tenn.’ 

las. G. Patton, president, National Farmers Union, Denver, Colo. 

Harold A. Young, president, National Cotton Council, North Little Rock, Ark.’ 


COTTON LOAN ADVISORY COM MITTEE 


Walter Hammond, president, Texas Farm Bureau Federation, Tye, Tex.’ 

+. L. Seitz, manager, California Cotton Cooperatives Association, Ltd., Bakers- 
field, Calif. 

H. L. Wingate, president, Georgia Farm Bureau Federation, Macon, Ga.’ 

Joe ©. Hardin, president, Arkansas Farm Bureau Federation, Grady, Ark.’ 

Alonza Bennett, vice president, Federal Compressing & Warehousing Co., Mem 
phis, Tenn. 

Stanton Brown, Exporters & Traders Compressing & Warehousing Co., Waco., 
lex. 

\. M. Crawford, Weil Bros., Memphis, Tenn, 

\lbert Long, vice president, Republic National Bank, Dallas, Tex. 
©. Smith, vice president, National Bank of Commerce, Memphis, Tenn. 

\lbert Hopkins, president, Arkansas Farmers’ Union, Little Rock, Ark.’ 


COTTONSEED ADVISORY COMMITTEE 


T. B. Upehurch, Jr., Raeford, N. 02 

Harold F. Ohlendorf, Osceola, Ark2 

Walter L. Randolph, president, Alabama Farm Bureau Federation, Montgomery, 
Ala.’ 

Cecil Collerette, president, Arizona Cotton Producers Association, Casa Grande, 
Ariz.’ 

J. F. MeLaurin, president, National Cotton Ginners Association, Bennetsville, 
Ss. ©. 

Sam N. Reed, president, Texas Cotton Ginners Association, O’Brien, Tex. 
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B. Coverly, 
Calif. 

T. H. Gregory, National Cottonseed Products Association, Memphis, Tenn. 

A. L. Durand, Chickasha Cotton Oil-Mill, Chickasha, Okla. 


Jr., vice president, California Cotton Oil Corp., Los Angeles, 












COTTON EXPORT ADVISORY COM MITTEE 












D 





W. Brooks, general manager, 
Ga.’ 

Lamar Fleming, Jr., president, Anderson-Clayton Co., Houston, Tex. 

C. R. Sayre, president, Delta Pine & Land Co., Scott, Miss.’ 

William A. McGregor, vice president, Guaranty Trust Co., New York, N. Y. 

Everett R. Cook, Cook & Co., Memphis, Tenn. 

Charles H. Cannon, president, Cannon Mills, Kannapolis, N. C. 

Walter L. Randolph, president, Alabama Farm Bureau Federation, Mont- 

gomery, Ala.’ 


Georgia Cotton Producers Association, Atlanta, 































PEANUT PRICE 





SUPPORT ADVISORY COMMITTEE 


1. Mayon Parker, Ahoskie, N. C.’ 

J. D. Sargent, Tolar, Tex.’ 

S. E. Statham, Cobb, Ga 

H. G. Blalock, Richmond, Va. 

John I. Taylor, Oklahoma City, Okla. 
H. L. Wingate, Macon, Ga.’ 

Walter L. Randolph, Montgomery, Ala.’ 
Edward F. Gilliam, Suffolk, Va 

Earl Watts, Konawa, Okla. 

Roy Parrish, Moultrie, Ga. 





rURKEY INDUSTRY COMMITTEE 


Roscoe Hill, president, National Turkey Federation, Lincoln, Nebr.’ 

J. Arza Adams, Adams Farms, Pleasant Grove, Utah.’ 

Graydon McCulley, McCulley Turkey Farm, Maple Plains, Minn. 

Alex Maul, secretary, California Turkey Meat Producers, Fresno, Calif.’ 

Dwight Lifer, Lifer’s Turkey Farm, Danville, Ohio.’ 

Chester Housh, East Point Turkey Farm, Elkton, Va.’ 

Peter C. Crafts, Rosmoore Farms, Grasmere, N. H 

D. W. Mertz, Mertz Turkey Farm, Northumberland, Pa.’ 

Ralph Janes, Janes Bar Nothing Ranch, Austin, Tex.’ 

O. E. Droege, dairy and poultry department, Swift & Co., Union Stock Yards, 
Chicago, Il. 

Clem W. Norton, president, Northwest Poultry & Dairy Products Co., Portland, 
Oreg. 

Frank Priebe, Priebe & Sons, Inc., Chicago, Il. 

Hoyle Griffin, Monroe Processing Co., Monroe, N. C2 

Arlo V. Turner, president, The Grange Co., Modesto, Calif.’ 

kK. D. Griffin, vice president, Allied Mills, Inc., Board of Trade Building, Chicago, 
Iii. 

James G. Berryhill, general manager, California Turkey Growers Association, 
San Francisco, Calif. 

Benjamin I. Brown, Producers’ Distributing Agency, Inc., New York, N. Y. 

J.D. Sykes, vice president, Ralston Purina Co., St. Louis, Mo. 

Herman Dahlberg, alternate for Gilbert Swanson, C. A. Swanson & Sons, Omaha, 
Nebr 

Henderson Wilcox, alternate for Howard Stamper, F. M. Stamper & Co., Moberly, 
Mo. 

Ray Thompson for Vernon Peterson, Thompson Bros. Hatchery, Ellsworth, Iowa.’ 

Herbert Beyers, general manager, Norbest Turkey Growers Association, Salt 

Lake City, Utah. 



















DAIRY INDUSTRY COMMITTEI 


Russell S. Waltz, manager, Consolidated Dairy Products Co., Seattle, Wash. 
George Rupple, general manager, Consolidated Badger Co., Shawano, Wis. 
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Leon A. Chapin, president, Dairymen’s League Cooperative Association, New 
York, N. ¥- 

Philip L. Haymes, manager, United Milk Products Co., Cleveland, Ohio.’ 

Daniel M. Dent, general manager, manufacturing department, Bordon Co., New 
York, N. Zz 

Francis Kuhlman, Bowman Co., Chicago, Il 

George C, Mahle, president, Sugar Creek Creamery, Danville, Il. 

James H. Hilton, dean, School of Agriculture, North Carolina State College of 
Agriculture, Raleigh, N. C. 

R. C. Sneed, president, Plymouth Products Co., Division of Safeway Stores, Inc., 
Oakland, Calif. 

Wendell P. Davis, manager, New England Milk Producers Association, Boston, 
Mass. 

George L. Paul, president, State Brand Creameries, Inc., Mason City, Iowa.’ 

ik. W. Gaumnitz, executive secretary, National Cheese Institute, Chicago, Ill. 

Kk. B. Evans, FE. B. Evans Grain Co., Decatur, Tl. 

Carl Bostrom, Lowell Hoit & Co., Chicago, Ill. 

Duane Andreas, Honeymeade, Inc., Mankato, Minn 

Ford Ferguson, Lohoff Grain Co., Danville, ILL 

Forrest Benson, Archer Daniels Midland Co., Minneapolis, Minn 

Victor Acer, Spencer Kellogg Co., Buffalo, N. Y. 

Kdward Kazmarek, Illinois Grain Corp., Chicago, Il. 

Fred Olson, Grain Terminal Association, St. Paul, Minn 

Harold Abbott, Funk Bros., Bloomington, IL." 

Richard B. Williams, Procter & Gamble Co., Cincinnati, Ohio 

Frank Simpson, Farmer City, Il. 

Lester Davison, Minonk, Il.’ 

H. DD. Heckathorn, Forest, Ohio.’ 

Irsel Walley, Fort Wayne, Ind.’ 

G. E. Small, Sr., Elizabeth City, N.C.’ 

Frank Mitchell, Canby, Minn.’ 

Joseph R. Bartels, St. Marys, Mo. 

Owen McCammon, Hatton, Mo.’ 

Ed Herseth, Drayton, N. Dak 

Frank Stickler, Burlington, Kans.’ 

Kkdwin Moseley, Peru, Ind.’ 

Leon Sinner, Casselton, N. Dak? 

Willard Latham, Alexander, Iowa.’ 

Don Fish, Maynard, Iowa.’ 

Gordon R. Brown, Scott, Ark.’ 

Howard Mayer, Sturgis, 8. Dak! 

Ralph Van Houten, Clarence, Mo.’ 

Dave Conn, Leipsic, Ohio? 

Marvin Coder, Letts, Iowa.’ 

Robert G. Houghtlin, National Soybean Processors Association, Chicago, IL. 

Robert J. Giltner, Lafayette, Ind.’ 

George Strayer, Hudson, Iowa.’ 

Obed Wyum, Rutland, N. Dak.’ 

August Bahme, Mina, S. Dak.' 


WHEAT INDUSTRY COMMITTEE 


Donald A. Stevens, vice president, General Mills, Inc., Minneapolis, Minn.’ 

Dean McNeil, vice president, Pillsbury Mills, Inc., Minneapolis, Minn. 

John J. Banier, president, Weber Flour Mills Co., Salina, Kans, 

Michael Sanford, vice president, Continental Grain Co., Portland, Oreg. 

Lee Wagner, Norris Grain Co., Chicago, Ill. 

Frank A. Theis, president, Simonds, Shields, Theis Grain Co., Kansas City, Mo. 

Robert G. Cargill, Victoria Elevator Co., Minneapolis, Minn. 

Joseph B. Gregg. Morrison, Gregg, Mitchell Grain Co., Kansas City, Mo. 

James H. Dean, general manager, Farmers Cooperative Commission Co., Hutchin- 
son, Kans. 

E. J. Barry, Farmers Union Grain Terminal, St. Paul, Minn 

Merrill D. Guild, general manager, Indiana Farm Bureau Cooperative Association, 
Inc., Indianapolis, Ind. 
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R. B. Taylor, president, Pendleton Grain Growers. Inc., Pendleton, Oreg.' 
Herb Clutter, Holcomb, Kans.’ 

Henry P. Carstensen, Seattle, Wash.* 

Harold Giles, Union Springs, N. Y? 

John I, Taylor, Oklahoma City, Okla. 

Arthur L. Andersen, Ault, Colo.’ 

Kalph T. Gillespie, Spokane, Wash.’ 

John Ramsey, Binkleman, Nebr.’ 

W.I. Boone, Eureka, Kans.’ 

William Plath, Davenport, N. Dak. 

George Mikkelson, Garske, N. Dak.’ 

Albert Keffeler, Sturgis, S. Dak.” 

Roland Nelson, Mead, Nebr. 
Haven Smith, Chappell, Nebr.’ 
Ole Flaat, Fisher, Minn.’ 

Reuben V. Anderson, Pine Bluffs, Wyo.’ 

Cc. W. Crows, Aberdeen, S. Dak.’ 

Ole Olson, Buxton, N. Dak.’ 

Ole Gunderson, Power, Mont. 

Spencer Bernard, Rush Springs, Okla.’ 

Lud Strand, Brewster, Kans.’ 

Everett Lappert, Holyoke, Colo.’ 

Hans Hanson, Hemmingford, Nebr.’ 

Stanley Garnett, Spearman, Tex.’ 

Sylvester Myers, president, Chicago Board of Trade, Chicago, Ill. 

Jess T. Sanders, legislative counsel, the National Grange, Washington, D. C. 
William Pearson, master, Minnesota State Grange, Ogilvie, Minn.’ 

H. Clyde Filley, master, Nebraska State Grange, Lincoln, Nebr.’ 

Ross Cummings, master, South Dakota State Grange, Wolsey, S. Dak.’ 
Oscar Howland, master, Oklahoma State Grange, Pond Creek, Okla.’ 
Edwin F. Keith, master, Wyoming State Grange, Kaycee, Wyo. 


LIVESTOCK INDUSTRY OOM MITTEE 


Sam Hyatt, president, American National Cattlemen’s Association, Hyattsville 
Wyo.’ : 

C. B. Watson, president, Corn Belt Livestock Feeders Association, Dekalb, Ill.” 

Reese Van Vranken, cattle feeder, Climax, Mich.’ 

L. M. Paxton, American Stockyard Association, Denver, Colo. 

Robert J. Riddell, president, the National Livestock Exchange, Peoria, II. 

Ray S. Paul, chairman, beef committee, American Meat Institute, Rath Packing 
Co., Waterloo, lowa 

Jack Roach, president, Texas and Southwestern Cattle Raisers Association, 
Fort Worth, Tex.’ 

Jay Taylor, chairman, National Livestock and Meat Board, Amarillo, Tex.” 

Howard Hill, president, lowa Farm Bureau Federation, Des Moines, Iowa’ 

Norris Carnes, manager, Central Cooperative Association, South St. Paul, Minn. 

P. O. Wilson, manager, National Livestock Producers Association, Chicago, IIl. 

Henry Kruse, chairman, beef committee, Western States Meat Packers Associa- 
tion, Seattle Packing Co., Seattle, Wash. 

John Heinz, chairman, beef committee, National Independent Meat Packers 
Association, Heinz Riverside Abattoir, Baltimore, Md. 

Seth T. Shaw, Safeway Stores, Inc., Washington, D. C. 

J. O. Brott, agricultural division, American Bankers Association 

A. A. Heldridge, Independent Livestock Commission 

I>. C. Schaffer, president, Nebraska Stock Growers Association * 



















GRAIN SORGHUM INDUSTRY COMMITTEE 


B. J. Gist, Abilene, Tex.’ 

George McCaustland, Bucklin, Kans? 
W. B. McAllister, Portales, N. Mex.’ 
James M. Bender, Fredericksburg, Tex? 
Henry Worthington, Mangum, Okla.’ 
Jack N. Greenman, manager, Uhlmann Blevators of Texas, Fort Worth, Tex. 
Bob Yeager, Interstate Elevators, Amarillo, Tex. 
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Wayne A. Forcade, Mid-Continent Grain Co., Kansas City, Mo. 
Mark Triplett, general manager, Producers Grain Corp., Amarillo, Tex.’ 


CORN INDUSTRY COMMITTEE 


Hassil Schenck, president, Indiana Farm Bureau, Inc., Indianapolis, Ind, 

‘harles Shuman, president, Illinois Agricultural Association, Chicago, IL.’ 

Cc. J. Elliott, Streator, Ill.’ 

Howard Hill, president, Iowa Farm Bureau Federation, Des Moines, Iowa’ 

Wayne Anderson, Stanton, lowa? 

W. N. Woods, Maumee, Ohio’ 

Henry Barlow, Califon, N. J.’ 

J. S. Williamson, Columbia, Mo.’ 

J. Ik Morton, president, Minnesota Farm Bureau Federation, Hancock, Minn. 

Albert Benson, Blair, Nebr.’ 

Glen Felt, Brookings, S. Dak.’ 

George 8S. Stone, Union City, Tenn.* 

Foster Hoskings, Oldham, S. Dak.’ 

Ona Crawford, Canton, S. Ds ik." 

John Murray, vice president, Quaker Oats Co., Chicago, Ill." 

J. William Brady, vice president, Corn Products Refining Co., New York, N. Y 

Spencer Miller, Illinois Cereal Mills, Paris, Il. 

Robert Woodworth, vice president, Cargill, Inc., Minneapolis, Minn. 

Sylvester Myers, president, Chicago Board of Trade, Chicago, Ill. 

Orrin Dowse, Norris Grain Co., Chicago, Ill. 

Evans Milling Co., Decatur, Ill. 

Fred Maywald, Farmers Grain Dealers Association of Iowa, Des Moines, lowa 

S. BE. Salisbury, Ohio Farmers Grain and Supply Association, Fostoria, Ohio 

Merrill D. Guild, general manager, Indiana Farm Bureau Cooperative Asso- 
ciation, Indianapolis, Ind. 

Aksel W. Nielsen, West Central Co-op Grain Co., Omaha, Nebr. 

Fred J. Ludwig, Farmers Trading Co., Laurens, Iowa’ 

Charles Schmitt, Beason, Il.’ 

less T. Sanders, legislative counsel, the National Grange, Washington, D. C 

Dorsey Kirk, master, Illinois State Grange, Oblong, II1.’ 

Harold Pace, master, lowa State Grange, Muscatine, Iowa * 

Paul Erwin, master, Missouri State Grange, Shelbina, Mo.’ 

Byron Frederick, master, Ohio State Grange, Columbus, Ohio’ 

Frank Jump, master, Indiana State Grange, Walton, Ind.’ 

Herbert Clutter, Holcomb, Kans.’ 

Leland D. Smith, master, New York State Grange, Brasher Falls, N. Y.’ 

George Reinhart, Parsons, Kans.’ 

George Mann, Windom, Minn.’ 

Vernon Runholdt, Lynd, Minn.’ 


REA PROGRAM 


Mr. Marsuauy. Mr. Secretary, in your previous appearance before 
the committee you said that, generally speaking, you had been very 
much in favor of the REA program. Were you not satisfied with the 

way Mr. Claude Wickard was running the REA program? 

Was there any basic disagreement between you and Mr. Wickard 
as to the policy to be followed in approving loans for generation ? 

Was there anything irregular in Mr. Wickard’s administration of 
the REA program? I would hope not, but if so this committee ought 
to have the facts. 

I would also like to get your thinking, Mr. Secretary, on a matter 
of principle. As you know, REA loans are being repaid practically 
100 percent plus interest. Actually, REA isn’t costing the taxpayer 
a penny except for part of the administrative costs. 

Dey you think that electric cooperatives should be enabled to borrow 
sufficient funds to meet all of their needs for expansion of systems to 
meet the greater demand for rural power so long as they show satis 
factory evidence of being able to repay the loans? 
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Secretary Benson. I havea high regard for Mr. Wickard and would 
be surpris sed to find that there was anything which you refer to as 
“irregular” in the administration of the REA program. 

It is believed, however, that the administration of this important 
program will be made more effective under new leadership. 

The REA program, as I have said, is a sound one. I hope the pro- 
gram can be carried forward as a means by which basie deficiencies 
in the supply of rural power, and in the availability of telephone 
service for farm homes, can be met in a reasonable and proper way. 

Mr. Marsuauy. Mr. Secretary,a Washington Post article of Novem- 
ber 25, 1952, quoted from a speech you made a year or so ago at Logan, 
Utah, as follows: 


Every young man requires the spur of insecurity to force him to do his best. 


My own feelings are that the hope of attainment rather than “the 
spur of insecurity” is the best incentive for young people. One’s 
attitude on this fundamental principle has an important bearing on 
his thinking on farm policy. If you care to, I have the feeling that 
this committee might obtain an important insight into your thinking 
if you could give us a somewhat more complete statement on this. 

Secretary Benson. I think, Mr. Marshall, that your choice of 
phrases is better than mine: “the hope of attainment” has more appeal 
than the “spur of insecurity.” These are relative terms like the old 
debate as to which was the greater incentive, the fear of punishment 
or the hope of reward. We may both mean the same thing, basically, 
that initiative should be rewarded and that a degree of self-reliance is 
a desirable attribute. 


RELATION OF PMA COMMITTEES TO COUNTY AGENTS 


Mr. Hunrer. Mr. Secretary, I was back in my district recently and 
quite a few of the people in agriculture were interested in what the 
reorganization of the Department would involve. The rumor had 
spread there that the PMA county committees were going to be ab- 
sorbed by the county agents. Is there anything to that? 

Secretary Benson. We know nothing about it. 

Mr. Hunrer. I am very glad to know that. I told them as far as 
I knew there was nothing to it. 

Secretary Benson. No. 


CONSOLIDATION OF PMA, SCS, AND FHA 


Mr. Hunvrer. Looking at your statement here, the only thing that 
bears any relation whatsoever to that is the consolidation of the offices 
of the PMA, the SCS, and the FHA. 

Secretary Benson. Of course, that has been underway for some 
time. 

Mr. Hunter. That is correct. 

Secretary Benson. We are taking a look at that now. It has been 
done in many States. About 20 States have not done it. 







AU 





PHORITY OF COUNTY OFFICIALS IN SELECTION OF STATE PMA COMMITTEES 













Mr. Hunvrer. Has any thought been given to allowing the county 
PMA committees a voice in the selection of the State PMA committee ? 
Has that idea been suggested ¢ 
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Secretary Benson, Not in my presence. Mr. Coke, could you an 
swer that ? 

Mr. Coxe. Of course, the law is set up—— 

Secretary Benson. You could not do it under the law. 

Mr. Coxe. For election of county and community committees. 
There would have to be some change of that. In our discussion of it 
we did not try to figure out how to work it other than within the 
present law. 

Mr. Hunrer. Have there been any such suggestions coming from 
any of the States ¢ 

Secretary Benson. I have seen none so far. 

Mr. Hunvrer. Suggesting that a voice be given to the county com 
mittees in the selection of State committee members. 

Mr. Anpersen. I have often heard that suggestion from county 
committeemen. 

Secretary Benson. Mr. Chairman, was it not done at one time under 
AAA? It is my recollection there was a time. 

Mr. ANpERSEN. My recollection is that at one time there was some- 
thing of that nature. Ido not recall exactly. 

Mr. Hun’rer. Your recommendations in this regard, then, are con 
fined to a reorganization of the State committee whereby you would 
establish a full-time director to handle the administration, and the 
tive members would serve without pay ? 

Secretary Benson. Three members would serve without pay as not 
advisory but policymaking bodies. They would set the policies and 
direct the work of the full-time employee. 

Mr. Loos. They are paid when actually employed. 

Secretary Benson. Yes. Mr. Loos makes the point that they would 
receive remuneration when they were actually working. 

Mr. Hunrer. Per diem. 

Secretary Benson. Per diem, yes. But the person on salary would 
be the executive officer employed by the committee. 


UTURE ACREAGE CONTROL POLICY 


Mr. Hunter. Now, your statement anticipates the possibility of 
acreage controls on cotton for 1954. Is there any consideration bei Ing 
given by the Department effecting changes in the basic law regarding 
acreage controls / 

Secretary Benson. We have given that consideration. Of course, 
we hope it will not be necessary for acreage controls on either wheat 
or cotton, but we are getting ready in the event it is necessary. It 
appears now it may be. 

Mr. Hunver. If it does become necessary, then what is the latest 
date when you must start setting up the machinery to implement the 
program. 

Secretary Benson. Well, we have to start getting ready now, as | 
understand it, making acreage measurements and so on. By July 
15, I believe it is, we ha ave to make the announcement that either there 
will be or will not be allotments on wheat: October 15 on cotton. 
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PERSONNEL CONTROL 


Mr. Hunrer. Getting back to this matter of personnel, I would 

<e to know how many ports tes you as Secret: uy of Agriculture can 
hireor fire. Has any count been made of that ? 

Secretary Benson. Yes, we have a tabulation down in the office on 
that. 

Mr. Hunrer. I would like to have included in the record the num- 
ber of employees in the Department of Agriculture that the Secre- 
tary of Agriculture has the right to hire or fire upon his own author- 
tv, Ww ithout regard to civil service. 

Mr. Roserts. That is the list, is it not, Mr. Loos, that Was sub- 
mitted and published pursuant to Joint Resolution No. 19 ? 

Mr. Loos. Yes. 

Secretary Benson. That is right. We have it in the office. T have 
seen it but I do not remember the number. 

Mr. Loos. It is published in the book entitled “Positions Not Under 
the Civil Service.” Senate Document No. 18. 

(The information is as follows:) 


Incumbents 
with civil-serv- 
ice status 


Number of 
positions 


pted itionsjin the’continenta]JU nite es, except those heldjby 
operative employees 


} 


epted positions held 


Ex 
xcepted positions outside mtinental nited ta , other than those 
held b 


vy cooperative em 


Total_..... 


Not! Persons holding the above positions may be separated as follows: 

1. Separations of veterans in any category are subject to the requirements of 
section 14 of the Veterans Preference Act of 1944. 

2. Nonveterans with or without civil-service status holding confidential or 
policy-determining positions may be separated by giving mere notice of separa 
tion. 

3. Separations of nonveterans with civil-service status in positions other than 
those designated as “confidential or policy determining” must be based on such 
cause as will promote the efficiency of the service. Reasons for separation must 
be given in writing and the employee must be given an opportunity to answer 
‘harges. Notification of decision of adverse action with reason therefor must 
be given the employee. Appeal to the Civil Service Commission is not provided 
Hlowever, the Commission may investigate removals made for certain reasons 
and recommend corrective action (secs. 9.102 and 9.105 of the Federal Personnel 
Manual) 

4. Nonveterans without civil-service status may be separated by giving mere 
notice of separation. 

Any employee may be separated through the application of reduction-in-force 
procedure. 


POLICYMAKING EMPLOYEES 


Mr. Hunrer. Has anybody ever made a compilation of the number 
of policymaking positions in the Department of Agriculture? That 
would, of course, require considerable study and evaluation to deter- 
mine just what constitutes a policymaking position. 

Secretary Benson. Yes. 

Mr. Hunter. The reason I am asking these questions is that the 
new administration has the responsibility of running the Govern- 
ment, and yet the right of the Cabinet officers in the case of each of the 
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lepartments to pick their own people is very much limited. There 
are many policymaking positions which are now under civil service 
over which department heads have very little control. It is an exas- 
perating, time-consuming, and expensive experience, trying to remove 
in incompetent civil-service employee. 

I sympathize with you, Mr. Secretary, in your attempts to clean out 
the denned. I am willing to do anything as an individual Con- 
cressman I can to assist you. 

I do not think that the American people are going to object to your 
having the authority to hire people of your own choosing for policy- 
making positions. 

By the way, what happened to Dr. Bean? Is he still in the Depart- 
ment ¢ 

Secretary Benson. Well, it is my understanding that he has given us 
\is written resignation. 

Mr. Hunter. You abolished his job? 

Secretary Benson. Yes, we abolished his job. 

Mr. Hunvrer. At the time you took office ? 

Secretary Benson. That is right. We abolished his job. 

Mr. Hunvrer. Then what happened? Where did he go? 

Secretary Benson. Because of his civil-service status, of course, he 
was entitled to go to some spot in the Department. He went over into 
the Bureau of Agricultural Economics. 

Mr. Hunvrer. Did that involve moving anybody down or out of 
the BAE? 

Secretary Benson. Well, it involved moving someone, but I do not 
think anyone had to go right out. 

Mr. Roserts. I believe there was a vacancy in the Bureau of Agri- 
cultural Economics, due to the transfer of a man to the Mutual Security 
program who has reemployment rights through the end of this year, 
as I remember it. 

Secretary Benson. I stand corrected. 

Mr. Roperts. So BAE has never filled the vacancy. Mr. Bean was 
placed in that vacancy until June 30. 

Mr. Hunter. Does that varies 0 approximately the same salary 
he was paid in his former position 

Mr. Roserts. I believe he is eee the same salary. I will have to 
check that for the record, Mr. Hunter. He may be one grade lower; 
[ am not sure. 

(The information is as follows:) 


Mr. Bean was transferred from the Secretary’s Office to the Bureau of Agri- 
vitural Beonomics as of February 24, 1958, as an agricultural economist, grade 
GS-15, to serve as a consultant to the Chief of the Bureau. It is understood 
he intends to resign not later than June 30, 1953. Mr. Bean was receiving 
$12,200 in a grade GS-16 position in the Office of the Secretary. He is now 
receiving a salary of $11,800, which is the top grade GS-15. The consultant 
position which he is now occupying was established with the understanding 
that it would be filled for only relatively short periods of time. Funds were 
available to appoint him to this position due to the fact that a member of the 
staff of the Bureau of Agricultural Beonomics had transferred to the Institute 
of Inter-American Affairs with reemployment rights. The vacancy thus created 
has never been filled. 


PROBLEMS RELATING TO DAIRY PRODUCTS 


Mr. Larrp. I have several questions in line with Mr. Marshall’s 
questioning, which I would like to raise at this point, Mr. Chairman. 
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First, Mr. Secretary, I want to discuss the effect upon the butter 
market of the former Secretary of Agriculture's refusal to carry out 
the provisions of section 104. 

There was an embargo placed upon butter, but the intent of Con- 
gress as expressed through section 104 was that an embargo would 
be declared or quotas would be established in accordance with the 
need which the Secretary saw. That need, of course, is tied up with 
the support program. 

There were 10 million pounds of butterfat that came into this 
country, most of it coming in in the last half of 1952, and I think 
that this should be brought out. I know it had a tremendous effect 
upon the butter market, beacuse it came in in the form of dried whole 
milk and dried buttermilk. It started coming in at a time when the 
price of butter was above the support level. When these big ship- 
ments came in, they had a tendency to break the market. Most of 
these imports were used in the manufacture of ice cream. 

Also, 1 thought in answering those questions | would like to have 
brought out the effect of the movement of some milk for the first 
time from the New York markets to the Midwest to be processed there. 
i think this is one of the first times that this has happened. I would 
like to know whether or not the facts show that there is actually a 
movement of milk from the East to the Midwest ? 

Mr. Benson. I would like to place a reply to that in the record. 

(The information referred to follows:) 

During 1952 approximately 37 million pounds of dry whole milk were imported 
into the United States. About one-third of this quantity came in during the 
first half of the year and the remaining two-thirds during the second half of 
the year. It is estimated that these 1952 imports contained approximately 
10 million pounds of butterfat which would be the equivalent of about 12 million 
pounds of butter. If dry whole milk had been completely embargoed during 
1952 there probably would have been a market for correspondingly larger 
quantities of domestically produced butterfat. This could have reduced CCC 
purchases of butter by about 12 million pounds under the 1952-53 support pro- 
gram. The imports of dry whole milk were equal to about 1 percent of 1952 
butter production. While they were not a major factor, they contributed to 
the weakening of dairy products prices in late 1952. The major factor in the 
situation was the unusually large winter production of milk and its products. 

We have no knowledge of the movement of any milk from the milkshed supply- 
ing the New York or other eastern markets into the Midwest for processing. 
There appears to be no necessity for such movement since adequate processing 
facilities are available at the source of production for the New York and other 
eastern markets. 

As is usual, this season of the year, milk production for eastern markets 
is in excess of current fluid milk requirements. Such excess production this 
year is somewhat larger than in other recent years. The existence of such excess 
is being reflected in lower class I prices for the market and in a lower blended 
price to producers. The minimum price fixed for fluid milk for the New York 
for April this year is down 43 cents per hundredweight from a year ago and 
the blended price to producers for March of this year is down about ( cents 
per hundredweight from March 1952. 

Mr. Lairp. I think you are to be commended for placing the em- 
bargo upon dried whole milk, dried buttermilk, and dried cream. 
You are carrying out the provisions of section 104. This is the first 
quarter in which you have had an opportunity to establish quotas. 
In line with your 90 percent parity price support announcement on 
dairy products, I think there was no other decision you could make. 

Mr. Anpersen. Will you permit me at that point to join in that 
commendation, Mr. Laird ? 
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Mr. Larrp. But I would also like to point out that you only have 
that right under section 104, as I understand it, until June 30 of this 
year, 

Secretary Benson. That is correct. 

Mr. Laip. In making the announcement when you did you have 
helped to correct a problem for this quarter in which the quota for 
dried milk was higher than the actual importation of dried whole 
milk for the first quarter of 1952 

The past Secretary set up a higher quota for the importation of 
these, products the first quarter of this year than the actual imoprts 
were in 1952, realizing at the time the conditions that would exist 
because of the support program. 

So far as the price having an effect upon the purchases of butter, I 
was back in Wisconsin this month and made several talks in the State. 
I asked our local chamber of commerce, of which I happen to be a 
member, about this. I live in a community which is very dependent 
ipon the dairy industry. Our economy is based upon dairying and 
the products of the dairy industry. 

asked several retail outlets to make a survey of the amount of 
butter being purchased as compared with a few years ago, and to 
determine if the amounts of butter purchases had declined and, if so, 
to try to find out the reason for it. I wanted to know just why the pur 
chases had declined. 

I found that there was being sold up to 40 percent butter substitutes 
in several of our larger stores in the area. In almost every case when 
the person who m: ade the purchase was asked why he had purchased 
the substitute it was pointed out that the reason was a price reason. 
I would just like to point this out as I feel it isa problem. 

Secretary Benson. Thank you. 


EXPORT OF AGRICULTURAL SURPLUSES 


Mr. Horan. I should like to commend the Secretary for the action 
taken in the Department under memorandum 1320. 

Secretary Benson. Thank you. 

Mr. Horan. Which created the office of Foreign Agricultural Serv- 
ice and displaced the office of Foreign Agric ultural Relations. I like 
the direction your emphasis is taking. I think both under the chair- 
manship of Mr. Whitten and now under Chairman Andersen that we 
have tried on this subcommittee to point up the importance of our 
relationships with other nations and the need for reviewing and em- 
phasizing the steps we should take to overcome the diffic ulties we now 
face in the exportation of our surpluses. Certainly there are hungry 
people in the world, and if we have surpluses there should be a vacuum 
into which our surpluses can drift naturally. 

Mr. Anpersen. I certainly believe, Mr. Secretary, that one of the 
basic solutions to our entire agricultural problem is the development 
of new markets abroad in such a way as to not interfere with our own 
economy. It is through the creation of this new Foreign Agricultural] 
Service that something like that could best be approached. 

Mr. Hunver. I wish to join in the commendation of my colleague, 
Mr. Horan. 

Mr. Wuirren. Mr. Secretary, I would like to join in congratulating 
you on your efforts in seeking more world markets; and I should 
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like to say here once again that I feel rather strongly about the pres- 
ent farm program which was developed through experience with bi- 
partisan support. I, too, however, have had several bills pending 
to change some parts of it through the years, as I recognize it is not 
perfect. 

The point I have been trying to stress here this morning is that 
while others differ about the law, let us permit the Congress to change 
it if it needs changing. 

I regret that I have not had time to go into the reduction recom- 
mendations for next year’s programs. Such reduced recommendations 
are certainly within your province. I shall go into such recommenda- 
tions when the particular programs are before us. 





PREPARED STATEMENT OF THE SECRETARY 





Mr. Anpersen. Mr. Secretary, you have prepared for insertion in 
your remarks this morning a statement relative to proposed revisions 
in the budget. We will have that statement inserted in full at this 
point. : 

(The statement is as follows:) 


STATEMENT OF SECRETARY OF AGRICULTURE Bzra TAFT BENSON BEFORE THE Sup- 
COMMITTEE ON AGRICHLTURAL APPROPRIATIONS, THURSDAY, Marcu 26, 1953 





The kind consideration of this committee in inviting me to appear before you 
again is deeply appreciated, particularly as you begin your review of the revised 
budget estimates. For you this is a most important and arduous task. 

I am glad to sit down with members of this committee to discuss matters of 
mutual interest and concern regarding the activities of the Department of Agri- 
culture which directly or indirectly affect the lives of every person in this great 
country of ours, as well as many millions of people elsewhere throughout the 
world. 

If it please the committee I will make a general statement on the more impor- 
tant highlights. Our budget officer, Mr. Ralph S. Roberts, group directors and 
agency heads are, I am sure, willing and able to fill in much detail and be of any 
possible help to the committee. As you go forward, I am asking that they be 
available at all times to serve you. 

I have been kept informed somewhat of the committee’s progress in reviewing 
the various activities in the Department, and know you have been anxious to 
obtain the revised budget estimates as early as possible. We have shared that 
anxiety because we have felt that it was somewhat unfair to you to spend long, 
tedious hours reviewing the work without knowing what recommendations the 
executive branch would make. 

One of the most important, and at the same time most difficult, responsibilities 
of this administration, is to move as rapidly as possible toward a balance of 
income and expenditures in the National Government . When we appeared before 
this committee on February 25, I told you of the directive we had received from 
the Bureau of the Budget, calling for a review of agency programs and budget 
estimates for the fiscal year 1954. We also furnished the committee with copies 
of Department Memorandum No. 1322, implementing in the Department of Agri- 
culture the policies and instructions issued by the Director of the Budget. As 
indicated at that time, the review was made by a committee designated to work 
with the Department budget officer in considering agency proposals and develop- 
ing recommendations for reducing obligations in 1953 and 1954. The committee, 
which was composed of Assistant Secretary J. Earl Coke, who served as chair- 
man, John H. Davis, Romeo E. Short, and Richard D. Aplin, adhered to an inten- 
sive schedule of conferences with agency heads. The necessity for every activity 
was critically questioned with a view to curtailment or elimination of those least 
necessary to a sound agricultural economy, and to hold the remainder to mini- 
mum expenditure levels. Discussions were also held with the Under Secretary 
and with me from time to time. 

In the program and budget review we have taken into account the following 
considerations : 
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1. Mandatory requirements of law must be fully and faithfully executed, 
and activities essential to a sound argicultural economy should be main 
tained. 

2. Research programs should be strengthened and redirected to make 
maximum contribution to current problems, with full recognition of State, 
local, and private participation in research and scientific development work 

3. Savings should be made by finding more economical and efficient 
methods of operation. 

4. Every effort should be made to withdraw or curtail Federal expend 
tures for activities where State and local governments and private enterprise 
ean and should assume more responsibility. 

The Department recommendations were submitted to the Bureau of the 
Budget on March 2, and we have now been advised of the President’s action 
thereon. I am prepared this morning to give you a summary report on the 
results of these efforts. 

The task of reducing expenditure is not an easy one. It is never easy for 
any group—he it a family or a nation—accustomed to living beyond its means, 
to tighten its belt and impose the self-disciplines necessary to a prudent, seif 
sufficient management of its expenditures. 

Nor is it a popular task. Over the years, some services of government hav« 
continued beyond the special or emergency situation which led to their estab- 
ishment. Other services admittedly desirable and convenient have, by their 
very continuance, come to be regarded as necessary. Still other activities which 
we would all agree are essential are being carried on more extensively and 
perhaps less efficiently than we can afford. 

We are faced with the inevitable fact that no one will be happy with all the 
adjustments proposed in the revised budget, and I am sure that each individual 
‘hange will have resistance somewhere. But the time has come when we must 
face the hard facts of squaring our spending with our income. I am sure both 
the executive branch and the Congress are determined to meet this responsibility 
Moreover, I have confidence the people of the country will do their part, because 
they are demanding a reduction in the costs of government. 

The review covered both fiscal years 1953 and 1954. There has been some 
concern expressed about the “freeze”? on personnel hiring, and on projection of 
January rates of obligation during the remainder of 1953. The purpose of 
these controls was to avoid any increase in employment or rate of spending 
until there was an opportunity to survey all programs. Meanwhile, specific 
approval has been and is being given to filling essential vacancies and incurring 
increased obligations where necessary. 

As a result of the review, we have placed in reserve approximately $6.5 million 
of funds available in 1953. These funds represent primarily balances of 
emergency appropriations, and savings which have accumulated or which can 
be projected during the remainder of the current year in view of restrictions 
placed on employment of additional personnel. In terms of manpower, this 
action represents a reduction of approximately 420 man-years of employment. 

While it is not my purpose to discuss in detail the revisions which have been 
made in the 1954 budget estimates for the various programs and activities of 
the Department, I do want to take this opportunity to summarize the results 
of the review, and to outline briefly the general factors which influenced th: 
action taken in some of the broad program areas. 


Summary of budget revisions 


{In millions] 





| | 
| Revised 1954 budget com, 
| with 
| Original | Revised 
| 1953 budget, | budget, Original budg 
1954 1954 | 1954 
| Pe 'gpegge Peal: 
| 
| | Amount | Pere: 
—|———-|— omens 
Annual appropriations $752.8 | $682.2 —$51.6 — $70. 6 
Permanent appropriations 206. 6 | 206. 6 6.2 
Loan authorizations 





365. 0 305.0 +-56. 0 —60.0 t 
| | 





a - a 
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Rescarch.—Recognizing the very important part research has played in the 
development of agriculture, and the contribution it can make in solving many 
of the immediate and long-range problems facing agriculture today, an attempt 
has been made to avoid any substantial reductions in this essential work. 
While research items have been reduced somewhat below the original budget, 
the revised estimates recommend increases totaling approximately $2.4 million 
ibove funds appropriated in 1953. It is our intention to reexamine the work in 
relation to that done in the States, and by private industry, to assure that 
Federal funds are being expended in the most effective ways possible. The re- 

sion in research funds should not be construed as a lack of appreciation for this 
mportant work, and it is hoped that Federal agricultural research activities, 
us well as those of the State experiment stations, can be substantially 

rengthened in the years to come. 

Insect, and animal and plant disease control.—Some of the Department’s pest 

d disease control and quarantine activities have been continued over a period 

uany years. The need for them has been reappraised from time to time. 
Yo ur committee has been alert to this problem and has directed that the programs 
be reveiwed in the light of changing conditions. Results obtained from these 
eviews have caused us to examine very carefully the possibility of discontinuing 
Federal measures in connection with certain of these activities. The revised 
estimates contain recommendations for curtailment and elimination of some of 
them. These include reduction in indemnity payments for brucellosis, and dis- 
continuance of control and quarantine work on Japanese beetle, sweetpotato 
weevil, and phony peach and peach mosaic diseases. 

These programs have been carried out cooperatively with State quarantine and 
control authorities and have received substantial local support. I am sure there 
are some who will consider it inadvisable for the Federal Government to remove 
itself from active participation, but it is believed the time has come when the 
State governments involved can assume the responsibility for the maintenance 
of quarantine and control measures on these pests and diseases within their 
respective States. 

Flood prevention.—The original budget estimate includes $6.5 million for 
initiating operations on 7 new watersheds on which survey reports have not 
yet been approved by the Congress. Moreover, legislation is pending which, if 
enacted, would modify the method by which the Department’s responsibility for 
flood prevention would be authorized and implemented. Until we have an 
opportunity to study such legislation carefully, and to complete a review of the 
Department’s flood-prevention activities, it does not appear desirable to expand 
this work as rapidly as planned in the original budget. Accordingly, it is 
recommended that the estimate be reduced by eliminating provision for work in 
watersheds in which operations have not yet been approved by the Congress, 
and by reducing to some extent the expansion originally proposed in the 11 
uuthorized watersheds. 

This adjustment is reflected not only in the flood-prevention appropriation 
but in appropriations for the Soil Conservation Service, the Forest Service, and 
the agricultural conservation program for which increases were proposed to 
aecelerate measures contributing to flood prevention. 

Soil Conservation Service.—In addition to the adjustment just mentioned, the 
revised estimate takes into account the fact that new districts have not been 
organized as rapidly as originally estimated. The estimates also contemplate 
the development of a plan for the transfer of SCS nurseries, now maintained for 
the distribution of seeds and tree planting stock, to soil conservation districts or 
other State or local associations or groups who may be ready and willing to take 
them over, 

{yricultural conservation program.—In reexamining estimated financial needs 
to carry out the 1953 agricultural conservation program, it was found that un- 
used balances of prior year appropriations and savings from operating economies, 
which would normally be used to finance advances of conservation materials in 
connection with the 1954 crop-year program, could be reflected as a reduction in 
the 1954 budget estimate without in any way reducing the amount available to 
meet commitments to farmers on the 1958 crop-year program 

The revised estimates also provide for modification of the program in 1954 
through elimination of payments for recurring annual practices. This change 
makes it possible to reduce the advance authorization for the 1954 crop-year 
program to $140 million. Such an authorization will provide payments for 

erlanent-type practices, and for the use of lime and fertilizers for initial 
establishment of permanent measures particularly where a basic adjustment in 
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agriculture is involved, at a level somewhat higher than similar practices in 
1952, and above that estimated for 1953. 

School lunch.—The revised estimate for the national school-lunch program in 
the amount of $75 million is based on the fact that current and prospective 
section 32 purchases of surplus foods should permit donations of commodities 
to the schools considerably in excess of the volume contemplated when the 
original budget estimate was prepared. These additional contributions should 
more than offset the curtailment in direct payments under the school-lunch 


program, thus not reducing the Federal Government’s total support of this 
program, 
Forest access roads. 





Since the original budget estimates were prepared, the 
Department has completed surveys to determine the seriousness of infestations 
of Englemann spruce bark beetle now spreading very rapidly in spruce timber 
on national forests in Idaho and Montana, and of Douglas fir beetle which is 
causing widespread damage to Douglas fir in Oregon and Washington. To 
permit the salvage of dead and infested timber as a means of controlling further 
spread of these insects, there is urgent need for carrying out a 2-year program 
for the building of access roads into infested and threatened areas. The need 
for early action to salvage large quantities of timber, and to protect valuable 
mature stands not now involved, makes it advisable to include in the revised 
budget an increase of $10 million, representing a nonrecurring item after the 
second year of operations. Forest Service representatives will be prepared to 
discuss the details of this proposal when they appear before this committee, 

Permanent appropriations estimated at $206 million in 1954 represent pri 
marily payments to States and funds made available under section 32 for removal 
of surplus agricultural commodities. The latter is estimated at $172.8 million 
In addition, there will be available $300 million of prior-year balances carried 
forward as authorized by the Agricultural Act of 1948. No reduction is pro- 
posed in these funds, which should remain available for moving surplus com- 
modities, primarily perishables. We intend to exercise this authority prudently 
and constructively to reduce waste and minimize the impact of large supplies of 
surplus commodities on the market. 

Loan authorizations.—The loan authorization for the rural-electrification pro 
gram under the revised estimate provides $95 million in new authorization 
which, together with funds carried forward from 1953, will provide a total 
program of $120 million for electrification loans. REA loans have enabled the 
farmers of this country to increase substantially the output of their farm opera- 
tions, as well as to enjoy the modern home conveniences which electricity makes 
possible. It is a sound program. We are all proud of its accomplishments, I 
am sure none of us want to take any action to seriously impair REA’s effec 
tiveness or ability to carry out the purpose for which it was established. At the 
same time it is believed that in the interest of balancing the budget the remaining 
period of intensive loan-making might be extended a little, without serious 
injury to either the program or the consumers of the service which it provides. 
Over the next 3 or 4 years we can expect a normal progressive decline in the 
level of electrification-loan requirements 

The revised budget estimate for 1954 provides an authorization of $50 million 
for rural telephone loans. This is an increase of $15 million above 1953 and will 
provide for a reasonable expansion of the program. The job of providing high- 
quality rural telephone service in rural areas not now adequately served is a big 
and difficult job that we should approach with care and the assurance that every 
loan is economically sound, adequately secured, and in the long run beneficial to 
the user. Whether total requirements are met over 5 or 10 years, or over a much 
longer period of time, is a matter of administrative and congressional planning 
It is believed that the most economical and efficient way of administering a rural 
telephone loan program is to provide a relatively stable authorization rather than 
to permit wide variations in the loan funds available from year to year. Such 
a program will permit the training and maintenance of an adequate, well-trained 
technical staff to handle the work in the most economical and efficient manner. 

A reduction of $5 million is proposed in the authorization for Farmers Home 
Administration loans. Of this sum, $2.5 million would be applied against the 
authorization for farm-housing loans. This is generally in keeping with the 
policy of curtailing Federal Government housing activities, both urban and 
rural. The remaining $2.5 million is a decrease in the authorization for produc 
tion and subsistence loans. This represents a reduction of only 2 percent. It 
is hoped that this relatively small amount can be absorbed through an increase 
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in the number of FHA borrowers who will be able to refinance through other 
credit sources. 

In this summary I have necessarily avoided discussing the details involved 
in the revision of the budget estimates. We do have for you, however, a table 
indicating by appropriation items the changes that are proposed. The table 
compares the revised estimates with both the original budget for 1954 and with 
funds available in 1953. I am sure you will want to examine them in detail 
with the Department budget officer and with the heads of the bureaus and agen 
cies who are supervising the various activities involved. The Office of Budget 
and Finance will also furnish the committee with appropriate revisions of the 
explanatory notes and other data required by the committee in its consideration 
of financial needs for the agricultural programs in 1954. 

In this statement I have directed my remarks to appropriations and authori- 
zations this committee must pass upon before reporting out the 1954 agricultural 
appropriation bill. The statement has not dealt with expenditures from capital 
funds of the corporations supervised or administered by the Department of 
Agriculture. These will be explained by the appropriate agency heads as they 
appear before you to discuss the corporate activities. 

In closing, I want to emphasize that it is always much easier to talk about 
increasing desirable functions and activities than to be forced, by circumstances 
beyond one’s control, to recommend that projects and activities be reduced. I 
would much prefer that my initial appearances before this subcommittee, which 
has accomplished so much over the years in strengthening the agricultural 
economy of the Nation and in improving efficiency of programs administered by 
the Department, could be devoted entirely to discussing the many helpful services 
the Government could render, and the many desirable activities that might be 
expanded. However, faced as we are with a tremendously large public debt and 
continued high defense expenditures, there is serious need for cutting Government 
costs by curtailing or eliminating activities wherever possible. The revised esti- 
mates provide for continuation of functions and services deemed most essential 
under these circumstances. 


DETAILED BREAKDOWN OF REVISED ESTIMATES 


Mr. Anpersen. Now, I understand that in addition you have pre- 
pared a detailed breakdown by appropriations. We will insert that 
in the record at this point. 

Secretary Benson. All right. 
(The information is as follows:) 
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Mr. Anpersen. I should like for the officials who appear before us 
from this time on to be prepared to answer in detail any questions 
relative to your proposed revisions. 

Secretary Benson. I am sure members of my staff stand ready to 
render any possible sery ice, 

Mr. Taser. Might I be permitted at this point to ask a question? 

Mr. Anpersen. Certainly, Mr. Taber. 


FOREIGN AGRICULTURAL AGENTS 


Mr. Taner. I would like to have prepared for the committee, a list 
of all agricultural agents employed by the Agriculture Department 
serving in places outside the continental United States and Terri- 
tories, together with the salary of each. I would like to have that 
sent to the committee just as quickly as it can be prepared. It is my 
purpose to have the same thing from the State Department and the 
Mutual Security Agency, and to request the committees which have 
to do with overseas activities to see that we eliminate any duplication 
of activities which may exist in connection with such programs. 

Mr. Roserrs. Mr. Taber, may I ask one clarifying question? 

Mr. Taper. Yes. 

Mr. Roserts. Do you want us to include in this list the people who 
are employed on funds such as the point 4 program funds, which are 
allocated to us by the State De partment / 

Mr. Taper. Yes, I think we ought to have that. 

Mr. es We might segregate them, to clearly indicate that 
they are not on funds of the Department of Agriculture. 

Mr. "T ABER. They should. be segregated. I am running into com- 
plaints from people all of the time about duplication of these activi- 
ties. [think we ought to get the facts on the matter. 

Mr. Anpersen. | think you are correct, Mr. Taber, because there 
isa great tie-in between the Department of Agriculture and the agri- 
cultural representatives of the State Department and the Mutual 
Security Agency. I think we should have a clear picture of all of this, 

Mr. Larrp. Mr. Taber, I sent over a request for this information to 
the Department at the end of January. I was called and told that 
because of the reorganization and resultant uncertainty they would 
appreciate it if we would give them more time. 

Mr. Taser. Frankly, I should like to have this as quickly as pos- 
sible, because we are about to take up the markup of the State De- 
partment and Commerce Department. 

Mr. Anpersen. Mr. Roberts, when could you have that informa- 
tion furnished to Mr. Taber? 

Mr. Rozerrs. I would hope we could have it by the first of the 
week. 

Mr. Anpersen. Would that be all right ? 

Mr. Taser. If we could have it Monday, that would be all right. 

Mr. Roserts. It is my understanding you want the current employ- 
ment. 

Mr. Taser. That is what we want. 

Mr. Anprersen. Now, Mr. Benson, do you have any specific com- 
ments on the more important items of revision to present at this time? 
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REVISIONS 


Secretary Benson. I might indicate just one or two things. 

We have tried in the review of the budget to keep in mind, of course, 
the mandatory requirements of the law in which we have little or no 
choice. We have also tried to indicate something of the relative need 
of the various programs and their importance as we see them. 

We have tried, of course, to find where we could make savings and 
increase the efficiency of operation of the whole program. 

In the overall, we are recommending for your consideration a reduc 
tion of $70.6 million in the revised budget compared with the original 
budget for 1954, which would show a percentagewise decrease of about 
9.4 percent. 

Mr. Anprersex. Mr. Secretary, we will go into detail on all of these 
items when the various bureaus come before us. Unless there are 
further questions, gentlemen, 1 want to express the appreciation of this 
subcommittee for your very frank statements this morning. I think 
that we have accomplished something in getting a little bit closer 
together on this big overall problem of agriculture and the proposed 
reorganization of the Department. 

Thank you, sir. 

Secretary Benson. Thank you, Mr. Chairman. 
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Monpay, Marcu 23, 1953. 
CONTROL OF FOREST PESTS 
WITNESSES 


DR. W. L. POPHAM, ASSISTANT CHIEF, BUREAU OF ENTOMOLOGY 
AND PLANT QUARANTINE 

DR. M. R. CLARKSON, DEPUTY RESEARCH ADMINISTRATOR, AGRI- 
CULTURAL RESEARCH ADMINISTRATION 

HENRY G. HERRELL, DEPUTY ASSISTANT CHIEF, BUREAU OF ENTO- 
MOLOGY AND PLANT QUARANTINE 

DR. JAMES A. BEAL, IN CHARGE, FOREST INSECT INVESTIGATIONS, 
BUREAU OF ENTOMOLOGY AND PLANT QUARANTINE 

EDWARD P. CLIFF, ASSISTANT CHIEF, FOREST SERVICE 

I. J. MASON, CHIEF, DIVISION OF TIMBER MANAGEMENT, FOREST 
SERVICE 

JOHN F. SHANKLIN, CHIEF, LAND USE MANAGEMENT, DEPART- 
MENT OF THE INTERIOR 

JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE OF BUDGET AND 
FINANCE, DEPARTMENT OF AGRICULTURE 


Amounts available for obligation 


195? actual 1953 estimate | 1954 estimate 





Appropriation or estimate = $6, 000, 000 $6, 649, 434 $7, 250, 000 
ransferred to | 
*Fradication of foot-and-mouth and other contagious dis- 
eases of animals and poultry, Agricultural Research Ad 
ministration,” pursuant to Public Law 451 172, 800 
Salaries and expenses, Forest Service,’”’ pursuant to 5 U. 
S.C. 572 50, OOO 
Adjusted appropriation or estimate 5, 950, 900 6, 476, 634 7, 350, 900 
R bursements from non-Federal sources 30, 395 7. 600 7, 600 
Reimbursements from other account . 85, 387 
lotal available for obligation 6, 065, 782 6, 484, 234 7, 357, 600 
nobligated balance, estimated savings 643, 710 
Obligations incurred. : 5, 422, 072 6, 484, 234 7, 357, 600 
Nott Reimbursements from non-Federal sources above are from payments by agencies for forest pest 


itrol work performed on State and private lands under terms of written cooperative agreements 
16 U.S. C. 594-4 


; and from proceeds of sale of personal property (40 U. 8. C. 481 (c)). 
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Obligations by activities 
























| 
Description | 1952 actual | 1953 estimate | 1954 estimate 
Snenonctinnemattietndinl “ ane ceoethssoeomenmen i aa 
Direct Obligations | | 
| | 
k t I t Cor ] | 
Deter is urveys coal $278, 746 | $430, 000 $430, 000 
Y Operat ‘onl destructive foreat pests os 
nd irrespective of ownership } 1, 837, 260 2 247, 200 2. 420, 000 
ontingency fund | 0. OOO hy) O00 
I IONE spine ieebalnachiiintcnioaah ssdiviine axeatiedate 2, 116, OOF 3, 177, 200 | 3. 350. 000 
W hite e blister rust | 
)- Leadership, coordination, and technical di yn of 
white pine blister rust control (Entomology and | 
Plant Quarantine | 672, 600 681, 482 682, 000 
;, b) Blister rust control operations on the national forests | 
Forest Ser 1, 691, 5S8€ 1, 750, 000 2, 150, 000 
c) Blister rust control operations on lands under juris- | 
diction of the Department of the Interior (Depart- | 
ment of tl Interior 490, 155 504, 952 505, 000 
y (d) Cooperative blister rust control on State and pri- 
itely owned lands (Entomology and Plant 
Quarantine $35, 943 363, 000 663, 000 
; Subtotal ‘ ; wis | 3, 190, 284 3, 209, 434 4, 000, 000 
3. Obligations under reimbursements from non- Federal sources 80, 39 7, 600 | 7, 600 
) lotal direct oblivations- . . Siickaadnals _ 5, 336, 68 6, 484, 234 | 7, 357, 600 
Obligations payable out of reimbursements from other accounts 
1. Forest Pest Control Act 
a) Detection and appraisal surveys 3H] S8ececdcesse 
b) Operations to contro] destructive forest pests on 
lands irrespective of ownership. .......-.....- 2, 182 it 
Subtotal aaiciniadial " bt Senedd vemeaens wn" ‘ 2, 543 
White pine blister rust 
(a) Leadership, coordination, and technical direction of 
white pine blister rust control (Entomology and 
Plant Quarantine) 2, 495 . 
b) Blister rust control operations on the national for- 
ests (Forest Service 1, 675 ea 
c) Blister rust control operations on lands under juris- 
diction of the Department of the Interior (Depart- 
ment of the Interior) 1. 169 
(d) Cooperative blister rust control on State and pri- 
tely owned lands Entomology and Plant 
Quarantine ceaenayiaienia ntdaceLchuhhdniaahend 77, 505 . 
Subtotal chmamternsianavneat i oinsaeasaendadhieiainibiibannede 82, 844 
Total obligations payable out of reimbursements 
from other accounts. ...-- subibaip acne Pinta taveniel sacle ; nd 
Obligations incurred jebswaccesedbencesonbues 5, 422, 072 6, 484, 234 7, 357, 600 
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Obligations by objects 


Object classification 1952 actual | 1953 estimate | 1954 estimate 


Summary of Personal Services 


Total number of permanent positions 309 

Full-time equivalent of all other positions : 711 

Average number of all employees 1, 069 
Average salaries and grades 
General schedule grade 

Average salary . $4, 651 

A verage grade 5 GS-6.6 


Personal service oblig \ 
Permanent positions $1, 539, $1, 635, 867 
Part-time and t porary positions 1, 632, 2, 094, 173 
Regular pay in excess of 52-week base 6, 6, 302 
Payment above basic rates 162, 169, 208 


lotal personal service obligations 3, 340, 3, 905, 550 
Direct Obligations 


vl Persona] services 

02 Travel 

03 Transportation of things 

04 Communication services 

05 Rents and utility services 

06 Printing and reproduct 

07 Other contractual servic , 24 684, 215 


, 354 


OS Supplies and materia ’ 660, 384 
09 eat ment 190, 945 


34, 589 
500, 000 500, 


}, 531, 734 7, 396 
47, 500 39, 


. 484, 234 7, 357 


rsements From Other 


mbursements from 


‘stimate | 1954 estims 


Unliquids l atior tart al $1,915, 13 $1, 434, 496 $1, 601, 930 
Obligatio 1 i durir e year ) 7 », 484, 23 7, 357, 600 


918, 730 8, 959, 530 
Deduct 


7, 600 7, 600 
601, 930 , 765, 530 


ns account 
5. 646, ! 6, 309, 200 7, 186, 400 


3, 920, 748 4, 906, 200 5, 645, 000 
1, 725, 809 1, 403, 000 1, 541, 400 
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Mr. Anpersen. Gentleman, we will proceed. 

We will first insert pages 323, 324, 325, and 343 through 352 of the 
justifications at this point in the record. 

(The pages referred to are as follows :) 


PURPOSE STATEMENT 


For the protection and preservation of the forest resources of the United 
States, it is necesSary to suppress and, if possible, eliminate destructive insect 
pests and diseases that threaten timber areas. Programs conducted under this 
appropriation are authorized by the Forest Pest Control Act (16 U. S. C. Sup. 
1, 594), the Lea Act (16 U. 8S. C. 594a), and the Plant Quarantine Act of 1912, 
as amended (7 U. 8S. C. 151-167). Activities include two types of work: 

1. Control operations to suppress or eradicate forest insect pests and 
diseases, including the white pine blister rust. 

2. Surveys on forest lands to detect and appraise infestations of forest 
insect pests and tree diseases, and in cooperation with research units to 
recommend protective measures, 

The control programs are carried on jointly by Federal, State, and private 
agencies under the technical direction and leadership of the Bureau of Ento 
mology and Plant Quarantine. The cooperating Federal agencies include the 
Bureau of Entomology and Plant Quarantine and the Forest Service of the 

Department of Agriculture and the National Park Service, Fish and Wildlife 
Service, Bureau of Land Management, and Bureau of Indian Affairs of the De 
partment of Interior. Survey work is primarily the responsibility of the Bureau 
of Entomology and Plant Quarantine, assisted in connection with the Forest 
Pest Control Act, by the Bureau of Plant Industry, Soils, and Agricultural Engi 
neering. 

The programs are administered by existing field offices maintained by the 
several cooperating agencies in the affected forest regions. The personnel en 
gaged in this work have been included in the statements of the cooperating agen 
cies which appear elsewhere. 

Appropriated funds: 
' Appropriated, 1953 $6, 649, 434 


Budget estimate, 1954 secu 1,350,000 


Control of forest pests 


Forest Pest White pine Total 
i Control] Act blister rust Pree 
' —_— _ — 
' 
Appropriation act, 1953 $3, 350, 000 $3, 300, 000 $6, 650, 000 
Reduction pursuant to sec. 412 abs | — 566 — 5tit 
Adjusted appropriation, 1953, and base for 1954. : 3, 350, 000 2,200, 424 6, 649. 434 
Budget estimate, 1954 She ba 3, 350, 000 1, 000, 000 7, 350, 000 
Increase (to expand control operations in the Northwest 
j where severe damage is occurring to both reproduc- 
| tive and mature stands of white pine). . ; | +700, 566 +700, 56€ 


30505—53—pt. 3——6 





934 


Project statement 





1953 (esti- 


| 1954 (esti- 
mated j 


Increase 
mated) 


st Control Act 
ntrol | 

Detection *n ppr ] surveys | $278,7 OI 608 |. .o<- cde $430, 000 
Oper tiens to control destructive forest | 

on Ionds irresnective of ownership we 37,2 1 2, 420, 000 — | 2, 420, 000 
Yontingency fund 500, 000 500, 000 
Subtotal oad 2, 116, 006 | | 3,350, 000 3, 350, 000 
2. Whit ' ae 


e pine blister rust 
a) la ad rshi coordinetion, and _ technics] 
ection ‘of white pine blister rust control 
(Ent mology n 1 Plent Qu rantine nine 672, 6 381, 482 +$518 682, 000 
b) Blsterrust control operations on the national 
orests (F rest Service a 1, 691, 586 , 750, 000 +-400, 000 . 150, 000 
c Bl ter rust ol on lands under juris- 
liction of Ir ter ior Department (Depart- 
ment of the Interior iat 90, 15: 504, 952 +48 505, 000 
Cooperative blister rust control on State and 
privately owned lands+(Entomology and 
Plent Quarantine 35 3 363, 000 +300, 000 | 663, 000 





Subtotal__...... : 2 3, 299, 434 +700, 566 4, 000, 000 

nobligs ted balance. .......-- 4 643, 7 ” ‘ hi ; 
“ available or estimate — 5, 950, 000 5, 649, 434 +700, 566 | 7,350,000 
d to “Selaries and expenses, Forest Service” 50, 000 |... p 
1 pursuant to sec. 412. . idde +-566 





Total appropriation or estimate 1 6, 650, 000 


les $172,800 trensferred to ‘“‘Eradication of foot-and-mouth and other contagious diseases of animals 
dr y, Agricr ltvral Research Administration” for the control and eradication of vesicular exanthema 
fswine, in connection with which the Secretary of Agriculture declared a state of emergency on Aug. 1, 1952 


STATUS OF PROGRAM 
FOREST PEST CONTROL ACT 


Current activities 

This program is conducted under the Forest Pest Control Act, approved June 25, 
1947, which established a national policy to protect and preserve forest resources 
of the United States from destructive insect pests and diseases, thereby enhanc- 
ing the growth and maintenance of forests, promote stability of forest-using in- 
dustries, aid in forest-fire control, conserve forest cover on watersheds, and pro- 
tect recreational and ether values of forests. 

The Bureau of Entomology and Plant Quarantine is responsible for detection 
and appraisal surveys on forest insects, as well as for leadership in cooperative 
control programs conducted on State and privately owned lands. The Bureau 
of Plant Industry, Soils, and Agricultural Engineering is responsible for detec- 
tion and appraisal surveys on forest-tree diseases. The Forest Service conducts 
control activities on lands under its jurisdiction. The various units of the 
Department of the Interior are responsible for control activities conducted on 


lands under their jurisdiction. 


Examples of recent progress and trends 

(a) Detection and appraisal surveys.—Intensive surveys were conducted in 
the fall of 1951 and spring of 1952. The improved techniques and more com- 
plete coverage disclosed the presence of a number of serious bark-beetle out- 
breaks in various parts of the country. On the other hand, surveys also dis- 
closed declines in populations in time to permit the cancellation of proposed 
control projects. 

(1) Further development in aerial surveying and aerial photography served 
to indicate more strongly their importance and value in delineating the extent 
and severity of forest insect infestations. The aerial surveys in Oregon and 
Washington and in California showed serious Douglas-fir bettle infestations, 
particularly in Oregon where excessive wind damage occurred during the past 
three winters. Much of this work was carried out by the State and industry 
under the direction of the Bureau of Entomology and Plant Quarantine. Aerial 
and closely coordinated ground surveys again showed a decline in defoliation and 
spruce-budworm populations in the spruce-fir forests of northern Maine. 
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(2) The development of detection and reporting services In cooperation with 
the timberland owners and the State and Federal land-managing agencies con- 
tinued in 1952. Improved reporting of the presence of infestations followed 
training schools. Outstanding examples of these cooperative efforts occur in 
California, Oregon, and Washington, enabling the Bureau employees to concen- 
trate on the appraisal phases of the survey work. 

(3) Spruce budworm in Oregon and Washington: Very detailed coverage of 
the spruce budworm in Oregon and Washington was again possible in 1951. As 
in 1950 the major portion of this work was carried out by survey crews provided 
by the State agencies and the industry. Once again this excellent cooperative 
effort made possible the development of adequate control plans for 1952. Simi 
lar cooperative surveys for 1952 have recently been completed and will reveal 
control needs for next season. 

(4) Status of Engelmann spruce beetle infestations: Surveys indicated that 
the Engelmann spruce beetle infestation on the White River, Routt, and Arapaho 
National Forests, Colo., was confined to a smaller total acreage than in 1950 
and had not moved beyond areas previously infested. The control work and 
natural factors were responsible for this decline and treatment of 400,000 trees in 
1952 was expected to reduce still further the number of trees needing treat- 
ment in 1958-55. Surveys in Montana and Idaho, in the spring of 1952, where 
large volumes of spruce timber were blown down by high winds late in 1949, 
indicate that a serious outbreak is developing in this area. 

(5) Douglas-fir beetle in Oregon and Washington: Surveys revealed that the 
Douglas-fir beetle has reached epidemic proportions in areas of Oregon and 
Washington. This outbreak developed as a result of severe windstorms, the 
latest in December of 1951, which have blown down tremendous numbers of 
trees that serve as favorable breeding material for the beetles, 

(6) Status of infestation and damage disclosed by surveys: In the northern 
Rocky Mountain region surveys disclosed serious infestations of the mountain 
pine beetle in western white pine in the Clearwater and Couer d’Alene National 
Forests and adjoining private lands in Idaho, the Douglas-fir beetle on Douglas 
fir in these and other national forests in Idaho, and the syruce budworm in the 
Douglas-fir types in several national forests in Montana and Idaho. In the South 
intensive surveys indicated serious damage by the black turpentine beetle on 
slash pine and longleaf pine. In the spring of 1952 the southern pine beetle was 
in outbreak form in loblolly pine stands on the Homochitto National Forest 
and adjoining privately owned lands in Mississippi. 

(7) To insure coverage in regions not previously adequately serviced, a new 
station is being established at Albuquerque, N. Mex., survey coverage of Missis- 
sippi, Alabama, Louisiana, Arkansas, and Texas is being expanded, and surveys 
are being initiated in Alaska 

(8) Forest tree disease surveys, fiscal year 1952: Aerial and ground surveys 
were continued to determine the overall distribution of oak wilt. The disease 
was found in seven additional States: Michigan, Maryland, West Virginia, Vir- 
ginia, Kentucky, Tennessee, and North Carolina. Cooperation was maintained 
with States throughout the eastern half of the United States, many of whom con- 
ducted surveys of their own or cooperated directly in our surveys. Oak wilt is 
now known from Minnesota to Arkansas and eastward to Pennsylvania and 
North Carolina. Only small, widely separated infection centers were found south 
of Missouri or east of Indiana. Control through destruction of these isolated 
infection centers has been recommended. 

Aerial and ground surveys in the northern Rocky Mountain region show no 
lessening in spread or intensification of pole blight of western white pine. A 
number of affected areas were found farther north and east on the Kootenai 
National Forest. New blighted areas were found along the southern boundary 
of the disease but no extension was found in its extreme range. The disease 
was not found in the Clearwater areas. Canada reports pole blight on Van- 
couver Island and the west coast of British Columbia. In 1953 surveys will be 
extended to the white-pine areas of the Pacific coast. The possibilities of control 
through forest management is being investigated. 

A forest-disease survey was initiated in Alaska. A number of disease problems 
were observed, but none were of epidemic proportions. This survey will be 
extended into additional areas next year. 

Other surveys conducted during 1952 related to (1) the dwarf mistletoe on the 
Mescallero-Apache Indian Reservation in New Mexico; (2) the root rot of 
Douglas fir in Washington and Oregon; and (3) the Enropean larch canker in 
previ pusly known infected areas in Massachusetts. 
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(b) Control activities.—Information with respect to control activities under 
the Forest Pest Control Act are included under “Explanation of estimate” for this 
item. 

The following table shows the releases from the contingency fund and date of 
release from date of inception through December 31, 1952. 


Releases from the contingency fund and date of release, fiscal years 1951, 1952, and 
1958 to Dec. 81, 1952 


Fiscal year 





Project 
. 4 1953 (to Dec. 
— ios 31, 1952) 
Forest Pest Control Act 
Oregon— Mountain pine beetle $6, 000 
Utah—Black Hills beetle 25, 000 
Oregon-Washington—Spruce budworm 2 719. 000 
Montana—Spruce budworm $55, 500 
New Mexico— Looper 10, 800 
Vermont—Sawtlies 250 
M ississippi—Southern pine beeth 49, 250 | 
Montana-Idaho—Spruce bark beetle } 5 $90, 000 
Total released from contingency fund 750, 000 75, 800 | 90, 000 
Contingency fund reverting to Treasury at end of vear $24, 200 
Balance of contingency fund available for Montana-Idaho | 
Spruce bark beetle ee 410, 000 
rotal 70, 000 500, 000 500, 000 


April 1951 
2 May 1951 
May 1952 
‘June 1952 
'’ September 1942 
WHITE PINE BLISTER RUST 
Current activities 


The purpose of this work is to control the destructive, introduced, blister-rust 
disease of white pines which destroys one of our most valued forest resources. 
Under the authorizing legislation and agreements with cooperating agencies, 
the Bureau of Entomology and Plant Quarantine is responsible for leadership, 
coordination, and technical direction of the overall phases of the work for all 
the participating agencies and, in addition, for cooperative control work on 
State and private lands. The Forest Service is responsible for control work on 
national-forest lands; and the Department of the Interior for control work on 
national-park, Indian, public-domain, and Oregon and California revested lands. 
In carrying out its overall responsibilities, the Bureau of Entomology and Plant 
Quarantine 
(a) Selects white-pine areas for protection. 
(b) Classifies these areas for lumber production, or for aesthetic and 
recreational values in relation to the feasibility of control. 
-(c) Schedules the time interval for reworking control areas. 
(d) Examines burned and logged areas for retention or elimination from 
control areas. 
(e) Inspects planting sites to select those that are ribes-free. 
(f) Conducts surveys to determine location of host plants, spread of rust, 
degree of damage, and effectiveness of applied control measures. 
(9g) Develops new methods of destroying ribes and tests new chemicals 
and equipment 
(h) Reeruits and trains seasonal workers for participating agencies. 
(4) Keeps records and maps for all control work. 
(j) Selects sites for seasonal camps. 
(k) Works out practical solutions for troublesome control problems. 
(1) Maintains quarantine restrictions to prevent replanting of ribes in 
control areas. 











FEvramples of recent progress and trends 


1. Control of blister rust has been established and is being maintained in 58 
percent of the nearly 26 million acres in the control area. The disease is under 











937 


partial control in an additional 32 percent of the control-area acreage, and un- 
controlled in the remaining 10 percent. Continuous progress has been made in 
this work and each year about 3 percent of the acreage reaches a maintenance 
status. Adjustments have been made to adapt organization, personnel, and 
methods to changed conditions in control areas as they are brought about by 
progress in ribes suppression. 

2. State and Federal cooperating agencies under Bureau of Entomology and 
Plant Quarantine leadership and technical direction destroyed more than 14,- 
619,000 ribes on 1,252,471 acres of control area. This work was done by hand 
pulling and chemical treatment of the plants. 


icres worked 


Initial work__-_ ad pa . ae a 312, 660 
SR ie rca ct eaeccestrce ms . 939, 811 
Tetal acres worked.........<...-.. kabic icdetateeth _ 1, 252, 471 


By agencies 


Entoinology and Plant Quarantine, and cooperating States .....-~ 1, 080, 068 


Forest Service ' Mo av" 2 . Be tea Se . 165, 362 
Department of the Interior MA eB LO a ; eh 57, 046 
Total acres worked hana iceman 1, 252, 471 


More than 33,000 acres of ribes eradication work was performed under contract 
procedure in the West. This included 56 percent of the work in the sugar pine 
region. Power applications of 2, 4-D and 2, 4, 5-T chemical sprays were applied 
to ribes concentrations on over 4,200 acres. State and local agencies cooperating 
with the Bureau in ribes eradication on State and private lands provided more 
than $700,000 for this work. 

3. White pine resistant trees: In cooperation with the Forest Service, Bureau 
of Plant Industry, Soils, and Agricultural Engineering, and other agencies, in- 
cluding Canadian cooperation, work was continued on the development of rust 
resistance in white pine. The objective of this work is to produce strains of 
white pine resistant to blister rust that can be used for reforestation or orna- 
mental planting. The work was begun in 1950 by locating native white pines 
free of blister-rust cankers in old disease centers where they had been exposed 
to infection for a number of years. A iew eastern white pines, 7 sugar pines, and 
70 western white pines have been found that appear to be rust-resistant. These 
apparently resistant trees are being propagated by grafting scions from them 
on seedling nursery stock and by controlled pollination. The progeny obtained 
in this manner will be tested for rust resistance by inoculation and by natural 
exposure. Nursery production of seedlings from seed obtained through con- 
trolled pollination is now under way and a number of grafts have been outplanted 
for exposure to iniection under optimum infecting conditions. Good progress 
has been made in the development stages and establishment of test plots, but 
5 to 10 years must elapse before conclusive results can be obtained. 

4. Small-scale experiments in spraying ribes from the air with a helicopter in- 
dicate that this method may find a place in blister-rust-control work. A few 
areas have been treated experimentally by spraying with 2, 4—D and 2, 4, 5-T 
from a helicopter. This treatment resulted in partial defoliation of the ribes 
and indicated that 1 or 2 repeat treatments will be necessary to destroy the 
bushes. The cost differential between helicopter and hand methods appears 
sufficient to permit these additional treatments. Further tests will be necessary 
to determine the role of the helicopter in blister-rust-control. 

A small experimenal area in the Sierra Nevada was treated from a biplane 
with sprays of 2, 4-D and with special pellets to determine whether these 
methods could be used to defoliate and ultimately kill ribes. The pellets con- 
sisted of inert material impregnated with a volatile ester of 2, 4-D that is 
released slowly after the pellets hit the ground. These treatments partially 
defoliated the ribes and were sufficiently encouraging to warrant further tests. 


Mr. Anpversen. Dr. Popham, I presume you have a general state- 


ment you would like to make. We will be glad to hear from you 
at this time. 
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AUTHORITY OF THE FOREST PEST CONTROL ACT 


Dr. Popriam. Yes, sir, Mr. Chairman. The Forest Pest Control 
Act of 1947 provides that the Secretary of Agriculture has authority 
independently or in cooperation with Federal agencies, States, and 
local groups, to carry out measures to suppress or control forest 
insects and diseases. The Secretary in turn has delegated respon- 
sibility to the agencies best equipped to carry out control operations. 
Under this authority, the Bureau of Entomology and Plant Quar- 
antine has been designated to organize and develop nationwide surveys 
to locate infestations of forest insects that are new and which might 
develop into outbreak proportions; and to keep under constant obser- 
vation areas where these destructive outbreaks are likely to oceur. 

The Bureau of Plant Industry, Soils, and Agricultural Engineering 
makes similar surveys with reference to forest diseases and the two 
bureaus act in a technical advisory capacity when control programs 
are undertaken by any one of the several agencies having land man- 
agement responsibilities, or when infestations involve State and 
private lands. 

The allocations for control under this act are made to the agency 
best equipped to assume that responsibility. 

Now, appearing before the committee today in addition to myself 
are Dr. Beal of the Bureau of Entomology and Plant Quarantine 
who heads up the forest insect research and survey work, Mr. Cliff 
and Mr. Mason of the Forest Service, and this is Mr. Shanklin, of 
the Department of the Interior, who is familiar with forest pest 
control work on lands under the jurisdiction of the Bureau of Land 
Management, the National Park Service, the Indian Service, and 
other agencies in Interior. Most of the major projects that are con- 
fronting the country at this time are on Federal lands. 


PROPOSED CHANGE IN USE OF CONTINGENCY FUND 


Before asking these gentlemen to discuss some of the major control 
projects under therm jurisdiction, I would like to comment rather 
briefly on the proposal o r recommendation before the committee to 
change the criteria governing the use of contingency funds provided 
under this appropriation. T ‘here are ver y few of the major programs 
that we encounter in forest pest control work that fall in the category 
of insects or diseases new to this country. Likewise, there are not 
many of them that you can say are unforeseen. Usually, the more 
destructive outbreaks deve lop as a result of climatic conditions that 
are particularly favorable to some insect or disease that is native to 
this country. This condition may be the result of drought or it could 
be following fire or following severe windstorms where trees are 
weakened and thus made more susceptible to attack by insects. For 
that reason, we are of the opinion that these projects could be better 
managed if we delayed making allocations of funds for control work 
until the latest possible appraisal of the situation has been made. 
Coming before you with firm estimates a year or perhaps 18 months 
ahead of time for beginning control work has resulted in a good many 
of our forecasts being wrong when the time came to actually do the 
control work. This is inherent because the situation can be changed 
practically overnight. For example, this was the case with the 
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Englemann bark-beetle program in Colorado where a severe freeze, 
unusually low temperatures for a short period of time, changed the 
outlook on that program perceptibly. 


INFESTATIONS UNDER SMALL PROJEOTS 


Now, the proposed modifications of language governing the release 
would take into account miscellaneous small projects, often the kind 
found in a recreational area either in parks or in the areas under the 
jurisdiction of the Forest Service which are highly prized as recrea 
tional areas—where the loss of even a single tree is important. In this 
group are many small projects where infestations may be detected in 
the very early stages of development and by treating a few trees—50, 
75, or even a 100—may head off a more destructive and widespread 
epidemic. 

We would propose under this language to make provision for these 
small projects by recommending to the Secretary allocation of small 
sums of money to the agencies having responsibility at the beginning 
of the fiscal year; the amount being based on history as to the number 
and extent of such infestations in the past. This would permit prompt 
and orderly control of such outbreaks by their regular management 
people. 

INFESTATIONS UNDER LARGE PROJECTS 


The second category would include the large-scale projects which 
often require control operations extending over a period of more than 
a single year. We have had a number of these recently, the spruce 
budworm program in Oregon and Washington, the Englemann bark- 
beetle program in Colorado, and some of the bark-beetle programs in 
the Northwest and in California. ees severity and extent of these 
may vary considerably from year to year. They can be anticipated 
as to time but the difficulty is in determining just how m: iny trees or 
how many units are going to need treatment. 

There is also the question as to whether it is better to do certain work 
now or to delay it so as to give natural forces the opportunity to do 
some good before we start spending money on it. 

These large outbreaks we believe could be handled much better if 
we waited until the last possible survey is made before making a deter 
mination as to the amount that should be spent during any given 
season. 


INFESTATIONS ARISING UNDER UNUSUAL CONDITIONS 


The third category is that of the unforeseen outbreaks, those that 
may develop as a result of some unusual situation such as a severe 
storm or a severe drought which weakens trees, creating a ae 
favorable to buildup of the insect and perhaps within a period of : 
year to 18 months we may have a major outbreak on our fi inds. 

If approved, this proposal would change the appropriation language 
to provide $2,920,000 in the contingency fund. The proposal would 
place in the contingency everything except the amount available 
for surveys and for technical assistance in planning control operations. 
Each year, however, we would propose to bring to the committee the 

same type of justifications that we have heretofore, indicating to the 
best of our ability at the time what the situation is likely to be at the 
time the funds are available and obligations incurred. 
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When the Forest Pest Control Act was passed, there were a number 
of serious insect outbreaks in progress. Mr. Cliff and Mr. Mason 
have more detailed information on the status of those programs at the 
present time, 

Mr. Chairman, with your permission, I would like to suggest that 
Mr. Cliff review the current status of some of these programs and 
what is expected for the future. 

Mr. Anprersen. You may proceed, Mr. Cliff. 

Mr. Curr. Mr. Chairman, I would like to say that the Forest Serv- 
ice endorses the proposal for changing the hi indling of the contingency 
fund. We believe it would make it possible to do a better job of 
planning and at the same time would leave with the committee and 
the Budget Bureau sufficient control for your purposes. 

Mr. Anpersen. Mr. Cliff, would such a proposal take away from 
this committee its annual review of these funds ¢ 

Mr. Cur. I do not think it would, Mr. Chairman, because under 
this proposal, we would still list for you the individual projects that 
we know about and that are in the picture. 

Mr. Wueever. I would like to make a few comments on this pro- 
posed change in the handling of the contingency fund. 


Mr. ANDERSE n. First, will you give us a little background on this, 
Mr. Wheeler ? 


PURPOSE FOR ADOPTING THE USE OF CONTINGENCY FUNDS 


Mr. Wuereter. Starting several years ago, in an effort to avoid 
coming up with supplemental appropriations every year, the Appro- 
priations Committee, in connection with the 1951 appropriation act, 
adopted for several of our items a technique of placing sums of money 
in contingent reserve—for fighting crop pests, for fighting forest 
pests, and for fighting forest fires—with the stipulation that the funds 
would be released from reserve only upon specific certification by the 
Secretary and approval of the Bureau of the Budget that conditions 
had arisen which warranted the use of the funds. That has worked 
very well. 

For several years, the releases from that contingency fund were made 
only after notification and concurrence by the House and Senate Sub- 
committees on Agricultural Appropriations. In the case of this par- 
ticular item, the criterion for the use of the contingency fund was 
geared to the coming in of infestations that were new to this country, 
or items that could not be foreseen. As Mr. Popham has explained, 
the problem in forest pests is usually not so much the coming in of a 
new or unique infestation, but rather the sudden building up of an 
insect that we knew was dormant, and we knew was a threat 

The appropriation for 1953 and previous years has carr ied a lum 
sum appropriation in what we might call the base, or funds outsi 
the contingency fund. In other words, in 1953, without getting the 
special certification from the Secretary or approval of the Bureau 
of the Budget that is required in the case of the contingency fund, 
we can spend for the control projects $2,420,000, the amount included 
in the appropriation for that purpose. Rather than loosening the 
control over that lump sum of money, this proposition would actually 
tighten it by providing that at the beginning of the year, except for 
these small, miscellaneous projects, we would not budget and allot 
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the money for the whole year based, on the inadequate information of 
the previous year’s survey, which is all we have available at this time 
of the year, but rather this mone y would stay frozen in budget reserve 
and would not be released until after the surveys had been made just 
prior to possible oper: ations. 

Then, on the basis of the detailed findings in those surveys, a case 
would be made to the Secretary and by the Secretary to the Bureau 
of the Budget for the release of specific sums from the contingency 
fund in order to go ahead with such operations as would seem war- 
ranted in the light of those very current facts. 

We have given a lot of study to this and we do believe that it is a 
sounder way to handle it, not only managementwise within the De- 
partment, but from the standpoint of the committee itself. 

Mr. Horan. What is the position of the Secretary on this 4 

Mr. Wueeter. The Secretary is agreeable to this approach. We 
diseussed it during the recent meetings with the staff of the new ad- 
ministration. This proposal is not reflected in the printed budget, be- 
cause the Bureau of the Budget passed on it just a little too late to have 
it reflected in the printed budget. But, as we say in the notes, they 
have given us full permission to discuss it with the committee and 
recommend it as a proposal with their concurrence. 

Mr. Horan. We feel that we must have someone assigned this re- 
sponsibility for the Department. Actually, Secretary Benson has 
basic authorization for only about half of the bureaus of the Depart- 
ment. Is that not true? 

Mr. Wueeter. Yes, that is true. Actually, this particular ap- 
propriation is appropriated to the Secretary and allocated by him to 
the agencies carrying on the work. 

Mr. Horan. That is the present procedure, but you want to change 
it? 


STRENGTHENING CONTROLS OVER RELEASE OF CONTINGENCY FUNDS 


Mr. Wueeter. No; really we want to strengthen the control over 
the release of funds for these rather large projects. As it is now, once 
the appropriation is made, we get in a revised budget from the agencies 
based on the best information then, and we set up an operating budget 
for each of the projects. Under this plan, instead of doing that at the 
beginning of the fiscal year, we would place this entire amount in 
budget reserve, under the apportionment system under the Antidefi- 
ciency Act. Then as more current surveys are made and we knew 
better exactly how many trees, what the mrenialinn and the values 
were, taking advantage of any winter kill or what other weather 
circumstances might have intervened since we rae up the budget, we 
would then, with the written approval of the Secretary, and the 
approval of the Bureau of the Budget after making a case before 
them, withdraw the funds for use. 

Now, as Dr. Popham emphasized, we would continue to list each 
year to the best. of our knowledge at the time we are up here the 
probable distribution of these funds—the cases where we think we 
will have to go in and do a control job. But the actual release of 
funds would be based on the more current information. We would not 
be in the position of having to guess quite so much, and having to 
assume normal weather conditions when actually they might be ab- 
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normal and help us. We feel it would be more realistic a presentation 
what the actual situation is on these forest pests. 

Mr. Wurrren. Mr. Wheeler, do I understand that in the absence 
of this change, and should these specific problems not arise, they would 
spend the money anyway ? 

Mr. Wueeter. No, sir. I did not mean that. I meant to indicate 
that it is available for use. 


RESPONSIBILITY OF CONTROLLING CONTINGENCY FUND 


Under either circumstance—the present method of appropriation 
or under the method we proposed—we have the responsibility, and 
we take the responsibility, for not spending the money in areas where 
there is a changed condition. The comparison of these figures with 
last year’s will show that that is exactly what we have done. In the 
case of the Colorado Englemann spruce-bark beetle, we are going to 
spend in fiseal year 1953 only $570,000 for that project, whereas last 
year when we were here we thought it would be considerably more, 
and Congress ap propriated funds on the basis of a justification indi- 

eating that it would be more. The nature of these pests is such that 
a is this wide variation, and we believe it would provide more 
assurance to the Congress that these things have a double scrutiny 
before the funds are actually released for use on the projects. 

I would like to say this if it would be helpful to the committee, we 
would be perfectly happy to resume the informal underst: anding we 
previously had of checking with the committee before these funds are 
released. 

Mr. Wurrren. I suggest, Mr. Chairman, that we add to the re- 
port a request that any variation or substantial change in the ap- 
propriation figures be informally cleared through the Senate commit- 
tee and this subcommittee. 

Mr. Wueeter. We would be agreeable with that procedure. 

Mr. Anpersen. I think that would be a good suggestion, Mr. Whit- 
ten, before we agree to this proposal. 

Mr. Wueecer. We would be perfectly glad to check with the com- 
mittee on the operation of this, as we did for 2 years after this type 
of thing was first set up. Really, this is an effort to make the situa- 
tion in the budget estimates more realistic in terms of the problem 
in anticipating these control programs. We come up to the commit- 
tee each year with a breakdown by projects that on the face of it ap- 
pears to be a pretty firm estimate, and yet we are really not and ¢an- 
not be in the position of being as sure of ourselves as the listing by 
projects would seem to indicate. We think it would improve under- 
standing all the way around if we could give it a try on this basis. 

Mr. Anversen. Mr. Cliff, have you any further general statement on 
this particular proposal as it affects the Forest Service ? 

Mr. Cuirr. No, I do not believe I have, Mr. Chairman, except to 
point out that under the system we have been following, we prepare 
budget estimates in the fall of the year. In many cases, those esti- 
mates are made before the fall surveys are completed and it is neces- 
sary to do considerable forecasting without having our basic data all 
assembled. Then changes can take place during the winter months. 
We follow the practice of not starting any control or resuming control 
work in the spring of the year before we have a spring checkup. The 





945 


conditions can and sometimes do change quite radically, as we have 
experienced in the past, between the time our original estimates are 
made and the time when control operations are put into effect. We 
feel that this change that is being proposed would be a more realistic 
approach. ‘There is no desire on our part to restrict in any way the 
manner in which Congress, this committee and the Senate committee, 
would check and scrutinize these individual projec ts. 

Mr. Horan. What would be the function of the Secretary under this 
change / 

Mr. Curr. Under this change, the entire appropriation would be 
put in contingency and he would not release the money to the agencies 
involved until there is a showing on the basis of the surveys that the 
money is needed. That would have to be cleared with the Budget 
Bureau before the mone y would have to be released. 

Mr. Horan. Would the Secret: ury have to release it? Would he 
be the keyman under this setup? 

Mr. Wueeter. He would be 1 of the 2 keymen. He would make a 
finding that the release is necessary. ‘Then we would present his find- 
ings and the facts to the Bureau of the Budget and upon their approval 
the funds would be released from reserve. At the beginning of the 
year, every nickel of the control funds would go into budget: ary re- 
serve. That means it is not available on the books of the agencies to 
spend until it is released in whole or in part. , . 

Mr. Horan. Will you have the Solicitor, Mr. Loos, comment on this 
procedure at the time he is before us ? 


Mr. Wueecer. Yes: I will be glad to do that. 
’ - 
TRANSFER OF FUNDS TO FINANCE THE VESICULAR EXANTHEMA PROGRAM 


Mr. Anpersen. Mr. Wheeler, $172,800 was transferred out of these 
funds this year for use in connection with vesicular exanthema. Was 
that done under the general transfer authority of the Secretary ? 

Mr. Wuerter. That was under authority of the item called “Eradi- 
cation of foot and mouth and other contagious diseases of animals.” 
Under that appropriation when the Secretary declares an emergency 
threatening the livestock of the Nation, he may transfer funds from 
any place in the Department to take care of the situation. As you 
know, in financing the vesicular exanthema program this year we 
have transferred money from numerous sources. ‘This was one source 
where we determined the total amount appropriated would not be 
needed and a transfer could be made. 


SPRUCE-BARK BEETLE CONTROL PROGRAM IN MONTANA AND IDAHO 


Mr. AnpERSEN. Doctor, will you describe for us the problem on the 
Montana-Idaho spruce-bark beetle ? 

Dr. Poruam. I think that Mr. Cliff is prepared to talk on that point. 

Mr. Anpersen. Mr. Cliff, we will be glad to hear from you. 

Mr. Curr. This is a new project and it is the fastest moving and 
most dangerous one we are faced with today. 

Mr. Horan. Do you have a map? 

Mr. Curr. Yes. 

Mr. Anpersen. We have not had this called to our attention pre- 
viously ; have we? 
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Mr. Curr. This is a new epidemic and a very violent one. It 
affects the spruce on seven national forests in north Idaho and Mon- 
tana. It had its origin in a violent blowdown that blew timber down 
in widely scattered areas over that whole territory. The blowdown 
occurred in 1949. The Forest Service immediately started work to 
salvage as much of this blowdown timber as we could, realizing that 
it had potential for buildup of an epidemic. Over the past 3 years 
we were successful in salvaging the bulk of the timber in the big blow- 
down areas. However, there were small scattered spots of blowdown 
in inaccessible country which were not feasible to log and it is in 
these scattered spots that the beetles which developed | into this epi- 
demic had their breeding grounds. This photograph shows the type 
of blowdown heer it occurred in many areas and the ones into which 
we pushed logging roads for salvage purposes. 

Mr. Horan. The at is all commercial timber; is it not ? 

Mr. Cuirr. Practically all of that is commercial timber, big timber. 
In addition to that, there were small scattered spots of blowdown 
represented by this picture where there are just relatively few trees 
and it was not feasible to control those, to get those out by logging. 
It is in this type of situation that the beetle epidemic developed. These 
weakened and down trees cannot resist the beetle attacks and form 
prime breeding grounds. By the spring of 1952, big enough broods 
came out of these down trees to affect large volumes of. standing 
timber elsewhere. This photograph illustrates the type of timber we 
are dealing with. 

Mr. Anpersen. How do you treat that? It would seem to me to be 
impossible to get up far enough to spray it as they did in Colorado. 

Mr. Curr. That is correct. These trees run up 6, 7 logs high, and 
the infestation runs up 60 to 70 feet in many cases; it averages about 
55 or 60 feet. 

Mr. Anpersen. What do you intend to do, cut it ? 

Mr. Curr. The major control of this epidemic will have to be by 
logging. We have already started logging operations in the summer 
of 1952. A total of 61 million feet of it was logged: 49 million of 
that was in the national forest. This is a photograph of a logging 
scene. The industry has pitched in in very fine style in going after 
these epidemic areas. However, the problem that we have is one that 
is complicated by inaccessibility. These spruce stands are the highest 
standsonthe mountains. Most of the country they are in is not opened 
up by roads and in order to fight this beetle we have got to log out 
about 450 million feet of spruce timber this coming operating season. 
We have already tapped the more accessible areas with roads, both 
operator-constructed and Government-constructed roads, and the 
problem we have now is to get roads into these additional timber 
stands. 

Mr. Horan. Up on the Yak. In Montana; isn’t it? 

Mr. Curr. This area shown on the map is the Yak. The map also 
shows the major spruce-bettle epidemic areas in hachured lines. We 
have made a very complete study of this problem during the last sum- 
mer in cooperation with the industry and have determined where the 
epidemic areas are, the approximate volumes of timber involved, and 
projected a road system that would be needed to get that timber out. 
Mr. Anpersen. What are the values involved in this? 
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Mr. Curr. Right now there are about 600 million feet infected. 
There are 6 billion feet of spruce in these 7 national forests that could 
be lost if the epidemic is not checked. In the whole general region 
there are about 1214 billion feet of spruce. This spruce has been sell- 
ing for about $10 a ‘thous: ind, so that the values are great. When you 
think about this income that would be derived from that timber if it 
is logged in an orderly way, the value, of course, is much greater 
to the communities, industry, and the economy in that country. The 
epidemic is moving very r apidly. There are 600 million board feet 
infested now. There will be probably double that amount killed next 
year if it is not checked. 

' Mr. Horan. What will be the cost for access roads? You have 
$11 million plus in this budget. 

Mr. Curr. That is correct. Our regular appropriation last year 
was $11 million. Control of this epidemic will require a big road 
building program. It will require about 754 miles of timber-hauling 
roads. Those roads are indicated in red on the map. 

Mr. ANperRsEN. You log it. Is that your main method of control, 
Mr. Cliff? 

Mr. Curr. The main method of control of this epidemic is logging. 

Mr. ANpersen. You are not going to do as you did in Colorado? 

Mr. Curr. There are some scattered areas that are not feasible to 
log because of remoteness in which we would have to do some supple 
mental control work with chemicals. On such areas we will have to 
fell the trees and treat them on the ground. 


ACCESS ROADS 


The item shown on page 329 is for chemical control of these scat 
tered tracts. We will have to do chemical control on them. That is 
supplemental to logging. In corporation with industry, we have de 
veloped a plan which contemplates building 470 miles of access road 
by the Government to cost about $9,950,000. The industry will build 
284 miles of road at a cost of about $5 million. 

Mr. Larrp. What are the specifications for your roads? 

Mr. Curr. In this program we plan on streamlining our specifica 
tions to get our roads in just as fast as we can. We do not contem 
plate building finished roads. 

Mr. Latrp. Why are your specifications higher than those in forests 
privately owned ? 

Mr. Curr. They are not. I do not think they are for the same 
types of roads that both industry and the Forest Service are building. 
In many cases industry is spending more money for access roads than 
we are. When you build roads just to get out a particular batch of 
timber, you do not need to have such high-standard roads, but when 
you are building roads to tap a working circle which will be used 
vear after year on a sustained-yield management program, we be 
lieve it is good business to build permanent-type roads. Industry is 
doing the same thing. 

Mr. Larrp. You s say your costs are ches aper for comparable roads 
than those of industry / ? 

Mr. Curr. No: industry is building better roads than we are in 
some cases. I think where we are building the same kind of roads.to 
the same standards the costs would be comparable. This particular 
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program requires quick action in order to take advantage of the log- 
ging season. We have to get started on our roadbuilding program 
just as early as we can in the spring. Most of the roads will be built 
by private contractors. Forest Service engineers would locate them 
anad get out the contracts and the roads would then be built under 
contract. 

Mr. Anpersen. Are you utilizing any of the regular funds for 
roadbuilding under forestry in this particular project, Mr. Cliff ¢ 

Mr. Curr. Yes, sir; we have shifted some of the $11 million—as 
much as we could—this past year. 

Mr. Anpersen. How much of that did you shift? 

Mr. Curr. We have shifted $355,000 of road funds to this project. 

Mr. Larrp. I would like to have something put in the record here, 
supplied by Mr. Cliff, as to the cost of roads on one shot proposition 
like this as between the Forest Service and private contractors who 
purchase the timber and go into this to get the timber out. I think 
figures could be worked out. 
(The information requested is as follows :) 


The cost of building a road comprises all expense for labor, materials, equip- 
ment, supplies, supervision, and overhead necessary to complete the work in 
accordance with the plans and specifications. Whoever builds a road is faced 
with all these items of expense. For comparable projects and provided all items 
of expense are included, there is not much variation in the cost of roads whether 
built by contractors, by timber purchasers, or by the Forest Service on its own 
account. Generally speaking, the cost advantage, if any, is in favor of the road 
contractor, especially in the case of projects involving substantial quantities 
of heavy work. For this reason the Forest Service, and a great many timber 
purchasers as well, utilize the contract method of construction to the fullest ex- 
tent practicable. 

Comparisons of cost by the methods of construction under discussions are valid 
only when the total cost by each method is known. There is no difficulty in com- 
paring costs as between Forest Service contract and force-account, since both 
the amount paid the contractor and the amount charged to the project in the 
force account records reflect the complete cost of the construction work. This 
is likewise true of comparisons of cost between construction by the Forest Service 
and by a timber purchaser if the latter includes all items of expense in his road 
construction account. Such, however, is seldom the case. 

It is the common practice of the logging industry to charge to road construc- 
tion accounts only the direct, out-of-pocket expenses incurred on the job. Under 
this practice a great many items of general expense and overhead such as cost 
of labor camps, equipment depreciation and overhaul, miscellaneous supplies and 
tools, supervision above the crew foreman level, general office services, watch- 
men, etc., are charged to the logging operation and not distributed to the road- 
construction account. Since these items normally account for 30 percent or 
more of the cost of a road, it is obvious that road costs of a timber purchaser 
and the Forest Service by force account or contract cannot be accurately com- 
pared until the accounting method the purchaser uses is known, or by an audit 
of his books. 

The difficulty of comparing Forest Service versus timber purchaser road con- 
struction costs is further complicated if, in addition to charging items of general 
expense and overhead to the logging operation, the purchaser follows another 
common practice in the logging industry and charges only the clearing of non- 
merchantable timber, rough grading, drainage structures, and surfacing to the 
road-construction account. Under this method, clearing of merchantable timber 
is charged to the logging operation and finishing operations such as ditching, 
sloping, shouldering, etc., are charged to the road-maintenance account. This 
is frequently the case where the rough grading is performed one season and 
the road is finished the next. Ofttimes, if only spot surfacing is required, it is 
also charged to maintenance. 

Differences in accounting methods used by timber purchasers and the Gov- 
ernment probably account for a majority of the reports that timber purchasers 
can build timber-access roads cheaper than can the Forest Service. 
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A Forest Service estimate of the cost of constructing a permanent road in 
cludes all direct and indirect expense associated with the construction of the 
project from the time ground is broken until the road is finished and ready 
for maintenance as defined by law and Government accounting procedures. The 
reliability of these estimates is constantly checked against actual bid prices for 
Government contracts and Forest Service force account experience. Their re- 
liability is perhaps attested to by the fact some timber purchasers use them 
to evaluate bids they receive for their own contract work. In this connection 
it should be mentioned, however, that bids received by timber purchasers are 
not always comparable to bids received by the Government since the purchaser 
may, and often does, grant advantages to the contractor in the way of labor 
camp facilities, free use of equipment, and other items which reduce the con 
tract price. 

Forest Service standards are predicated upon transportation economics. The 
cost of construction and maintenance amortized over the amount of timber to be 
hauled and rate of hauling is considered in combination with the cost of truck 
operation in arriving at grades, alinement, width, ballasting, surfacing, and 
type of drainage structures required for the lowest transportation cost per 
1,000 feet of timber per mile. On short-term sales where the additional cost 
of permanent culverts and bridges would penalize the purchaser, costs in excess 
of temporary structures good for the life of the sale are met with appropriated 
funds. 

ENGELMANN SPRUCE BEETLE PROGRAM 


Mr. Anprersen. What is the present status of the Engelmann bark 
beetle project in Colorado: why is $150,000 required for 1954? J] 
thought that this program was almost completed. 

Mr. Cuirr. The Engelmann spruce project is in the closing-out 
stages or will be this summer. Last summer we treated 233,000 trees: 
we put down trap trees to concentrate some of the scattered infestation. 
The total expenditure was $580,000. The notes say $570,000 obligated 
but actually we will obligate $580,000 during the present fiscal year. 
The sum of $150,000 is needed for picking up scattered pockets of 
infestation that were not completely cleaned up last summer. We do 
not intend to do any work except trap tree operations this spring. 
This money would be expended after the Ist of July. It is a mopup 
and cleanup job. 

Mr. ANnpDeERSEN. Do you estimate that you will finish this mopup 
part this coming fiscal year ¢ 

Mr. Curr. We think there is little doubt about it. 

Mr. AnperseNn. Can you be positive at this time ? 

Mr. Curr. We are quite sure it will be reduced to the point where it 
is in the small, miscellaneous category. 

Mr. Latrp. How much spruce is left in Colorado that was killed by 
insects which has not been picked up? 

Mr. Currr. Approximately 4 billion board feet of dead timber. 
There is also about 12 billion feet of green spruce remaining. 

Mr. Larrp. How much of the infested timber is left to be picked up 
there? 

Mr. Curr. Approximately 4 billion feet remains to be salvaged. 

Mr. Horan. How is your salvage program coming along? 

Mr. Curr. We are salvaging about 30,000 cords a year. 

Mr. AnpersEN. That isa very small part of the total. 

Mr. Curr. That is right. 

Mr. Anpersen. What is the current market for this particular 
timber in Colorado? 

Mr. Curr. It is valuable only for pulpwood after the first year. 
The timber that is being salvaged now is being cut for pulpwood and 
shipped to the Lake States. 
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Mr. Anpersen. Did the proposed plant for that purpose materialize, 
Mr. Cliff ¢ 

Mr. Curr. No, sir; the proposed pulp mill that was contemplated 
for that area did not materialize. The company ran into trouble get- 
ting financing, and we closed out the contract the first of this year. 

Mr. Anpersen. I recall they wanted the United States Government 
through the RFC to put up approximately 80 or 90 percent of the cost 
of the plant. Of course, this subcommittee could not agree to that. 
We thought that if such a plant was feasible private enterprise would 
put up a greater proportion of the cost of such a plant. So they 
evidently did not have too much confidence in the mill; otherwise the 
outcome would have been different. 

Mr. Lairp. They did not have too much confidence in the overall 
project because, as I understood it, they could not get assurances from 
the Forest Service on how long they would have a supply of pulp 
there. They had to be given assurances by the Federal Government 
that they would have some priority on the use of the pulpwood. 

Mr. Curr. Mr. Laird, that is not entirely correct, because we en- 
tered into a preliminary long-term contract with this company which 
would have made adequate supplies available for them on a long- 
time basis. There was sufficient green timber to sustain a permanent 
operation after the dead timber was harvested. Our studies showed 
that this dead spruce timber will remain sound and usable for pulp- 
wood for at least 25 years. If the trees remain standing, and many 
of those snags do remain standing, they are usable for pulp for 25 
years at least. The lodgepole pine goes down much faster and de- 
teriorates. 

Mr. Larrp. What is your experience on wind throwout ? 

Mr. Currr. If the trees have decay in them such as butt rot, we are 
getting windthrow; but the sound trees are standing firm. We had 
a similar experience in Utah where an epidemic killed the spruce out 
on a high plateau, similar to those in Colorado. The dead spruce was 
logged over a period of over 25 years; most of it remained standing 
until logged. 





SPRUCE 





BUDWORM EPIDEMIC 





IN MONTANA 


Mr. Anpersen. Will you comment on the spruce budworm situation 
in Montana, Mr. Cliff? 

Mr. Ciirr. The spruce budworm epidemic in Montana is one that 
has been with us for some time. It covers about six national forests 
in eastern Montana and a few in north Idaho. In the last year or 
two it has reached the stage where we are getting heavy mortality in 
eastern Montana. There are about 183,000 acres where the mortality 
from the infestation is so heavy that we should spray this spring. 

Mr. Anpersen. Is that spray effective. 

Mr. Curr. It is very effective. 

Mr. Anprrsen. It costs about $1.30 per acre, according to your 
notes. 

Mr. Curr. That is right, and we estimate 230,000 acres will need 
spraying after the Ist of July, that is, during the next fiscal year. 

Mr. AnpersEn. The bulk of this $300,000 would be used for that 
230,000 acres; is that it / 

Mr. Curr. We contemplate spending about $237,000 this spring 
under contracts to be let this spring and $300,000 the next fiscal year. 
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Mr. Anpersen. Then you have not expended much of the 1953 fis- 
‘al year funds as yet? 

Mr. Curr. About $18,000 has been expended. 

Mr. Anpersen. Of course, the main part of the work comes in the 
spring—April, May, June—just prior to the end of the fiscal year. 

Mr. Curr. That is correct. , 


DOUGLAS FIR BEETLE IN IDAHO AND MONTANA 


Mr. ANpersen. What about the Douglas fir bettle in Idaho? 

Mr. Crirr. There again, we have had this beetle with us for a long 
time, and it is killing a lot of timber over a wide scope of country. 
Douglas fir is the most abundant species in north Idaho and western 
Montana. Values are getting rather high, and we are losing a lot of 
timber. These are rather large trees, and they are difficult to handle 
on a chemical control basis, but we propose a pilot test on an area 
which is large enough to be significant to work out the methods and 
determine just what is feasible in the control of this pest by chemical 
methods combined with logging. 

We are logging infested Douglas fir wherever logging operations 
are in progress, but the infestation is so widely distributed in rela- 
tively small patches that it is not feasible to control the whole thing 
by logging. 


STATE COOPERATION AND MATCHING FUND REQUIREMENTS 


Mr. Anprrsen. Now, Mr. Cliff, we have a similar request for $20,- 


000 for control of the western pine beetle in southern California. 
With regard to all of these projects, what contributions are the States 
making ¢ 

Mr. Curr. State and private operators made no contribution in 
northern Idaho in this Douglas fir beetle except to log the infested 
trees on their own lands where their logging operations were in 
progress. 

Mr. Anprersen. They have done practically nothing? 

Mr. Curr. And the Federal Government has done practically noth- 
ing on this one except surveys and studies. We spent $26,000 this last 
fiscal year. 

Mr. Anversen. Then the picture does not look too bright on these 
particular items relative to State and local contributions, does it? 

Mr. Currr. I think in general it looks fairly favorable because we 
are getting considerable help from State and private sources on a 
number of these projects. I would be glad to give you a rundown 
of those, or I would be glad to tell you about them as we come to them. 

Mr. Anpersen. You will recall that in our report last year we 
recommended that no new projects be undertaken until full State 
cooperation and matching funds were agreed to by State or local 
interests. I conclude from your notes and from what you have just 
said that a number of new programs were started in 1953. What co- 
operative funds have you had on such projects? 

Mr. Curr. In the Montana-Idaho spruce bark beetle, which is a 
new program, the private operators, as I have already expressed, 
have indicated that they would build $5 million worth of roads. 

30505—53—pt. 37 
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They are changing their logging plans to concentrate on the infested 
spruce timber and handling their own road building and logging on 
their own lands. 

The Colorado project involved almost 100 percent Federal timber 
and there was no State or private contribution except a very small] 
contribution from the State of Colorado for research and surveys. 
I have already told you there has been no contribution on the Douglas 
fir bettle in north Idaho except the logging by private industry on 
their own lands and on national forest timber sales. For the spruce 
budworm on Douglas fir in the western part of Montana, in fiscal 
year 1952 we spent $14,991 which was a Federal contribution. That 
was a test area to try out control methods under conditions in that 
region. There is some private and State land involved in the western 
Montana epidemic area and we are now attempting to get agreement 
with the State and the private owners to carry their share of the control 
program in this area. I cannot tell you at this moment how much 
they will contribute there but if they are unable or unwilling to finance 
their share, we will pull in the project boundaries so as to concentrate 
our efforts on the protection of threatened national forest lands. 

Mr. hassle You mentioned previously that they were con- 
templating contributions on other projects. Just what are they ? 

Mr. Ciirr. Western pine beetle in southern California. The State 

and private interests have already spent $30,374 in 1950, 1951, and 
1952 against Government expenditure of $75,845. This is an epidemic 
in an area which is highly important for recreation. The recreational 
values in these trees overshadow the timber values. Nevertheless, those 
people down there feel that from a recreational and watershed stand- 
point, it is very important to control the beetles. Our supervisor 
down there said that they almost have a funeral whenever one of the 
big pine trees dies in some of those heavily used recreation areas. We 
contemplate that the State and private interests will continue to co- 
operate by putting money into that project this summer. 

Mr. Anpersen. You do not receive very large contributions from 
the States in any of these projec ts, do you! ? 

Mr. Curr. Where private and State lands are involved, we follow 
the policy of asking or requiring the States and private industry 
to finance their share of the cost. In the large scale projects we have 
had to date, the Federal Government has contributed about 25 per- 
cent of the cost on private lands and the private interests, about 75 
percent, 

Mr. Anprrsen. On the other hand local, State, and private interests 
do not contribute a dime for anything done in the national forests. 

Mr. Curr. They have not. contr ibuted cash de posits for that work. 

Mr. Horan. They will contribute quite a bit by logging. 

Mr. Curr. One of the outstanding examples of cooperation, of 
course, has been the spruce budworm control project in Oregon and 
Washington. The planned work on that project will be completed this 
spring. 

The planned program does not include treatment of a number of 
areas in eastern Oregon where epidemic intensity has not yet reached 
an extensive tree-killing stage. Should natural controls fail to de- 
velop on such areas, it may be necessary to propose in fiscal year 1955 
or subsequent years projects for control in areas where epidemic in- 
tensity is reaching the extensive tree-killing stage. 
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This Oregon and Washington spruce budworm project has been a 


joint Federal and State and private undertaking. The bulk of the 


nfested timber was on national forest land but from the beginning of 
the project to date, the Federal Government has spent $2,833,322 on 
Federal lands and a quarter of a million dollars on other lands and 
the State and private interests have contributed $1,031,567. 

Mr. ANpersEN. But State and private funds have been used on their 
own land entirely. 

Mr. Curr. On their own land. 

Mr. Anprersen. Why should you contribute anything toward their 
part of the land. Why should you not take care of just the national 
forests and let them take care of the State and private holdings? 

Mr. Curr. It is the same principle, Mr. Chairman, as has been 
followed with the Clark-McNary cooperative fire protection. The 
Federal Government and general public does have an interest in see- 
ing fire protection and insect control on privately owned lands and 
it has been the policy of the Congress to encourage the States and 
private interests to do a better job of fire protection by contributing 
part of the costs. The same principle is followed under the Forest 
Pest Control Act. 

Mr. Anpersen. While that is quite true, would it not be well if we 
could secure still further cooperation from the various States and 
private owners in all of these problems? 

Mr. Curr. We think that it is desirable that they cooperate as fully 
as they are able to. 

Mr. Horan. I would like to have the record reflect what is being 
done in some of the States. Oregon has an outstanding program 
whereby they assess every board foot of lumber a certain amount to 
carry these programs on a cooperative basis and for other uses. But 
I think they are quite alert in a great number of our States. I think it 
would be informative to have Mr. Cliff supply us a list of those pro- 
grams and the amounts the States themselves are spending. They 
are not spending as much as the Federal Government but they are 
spending an ever-increasing amount on all of these programs. 

Now, your spruce bud worm work was entirely a cooperative matter. 
I think it would be very illuminating to have that supplied for the 
record. 

Mr. ANDERSEN. Could you do that, Mr. Cliff? 

Mr. Curr. I could give you a good deal of that. 

Mr. Horan. Include a statement of the cooperative work that has 
been going on in the communities that have to depend on the national 
forest and their proper use for their livelihood and for the mainte- 
nance and security of their communities. The whole purpose of our 
sustained-yield programs is to maintain the solvency of the commu- 
nities, and I think we ought to bear in mind that a matter of com- 
munity cooperation in these things has been the objective of a lot of 
our enlightened rangers 

Mr. Anpersen. Will you insert appropriate comments on that 
matter in the record at this point, Mr. Cliff? 

Mr. Curr. I will be very glad to. 

Mr. Anpersen. I think, as Mr. Horan has stated, it would be only 
fair to do so. 

(The information requested is as follows :) 
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Federal expenditure ind State and private contributions on cooperative tnsect-control 
projects undertaken during the past several years under provistons of the Forest 


Federal expenditures State and 
private ex- 
penditures, 





Federal | Other State and 
lands | lands private lands 
M i t 
$100, S37 $20, 000 $54, 423 
21 +] 
7, 674 2, 000 &, 659 
0, 850 », OU 11, 106 
ctt al 170, 452 5. 000 74. 188 
Te 
7 i 
) i0 3AD 
20 71i2 
) 1, 112 
Bark ? é southern California re 
9 22, 754 2, 823 
1,118 12, 551 
) 19 15, 000 
| 75, 845 0.374 
Miar 5 Cal 9 18, 236 2, 890 8, 670 
Douglas-fir beetle, Orc Was! tor 152 57, 600 5, 000 21, 000 
Spru 1 y W 
1049 289, 200 30, 000 140. 000 
l 0 907, 221 8D, O00 320, OOO 
v51 712, 180 70, 000 280, 500 
952 584, 72! 45, 000 164, 587 
Estimates for 195 340, 000 )», 000 125, 000 
Project total 2, 833, 322 225, 000 1, 032. OA7 
Southern pine beetle, Hor tto National Forest 
19 150, O74 3, 861 76, 591 
19 timated 109, 177 44, 555 89,116 
I t total 259, 251 i8, 419 165, 707 
General State expenditure w forest insect control from annual reports of State foresters 
Year Year Year P Year Year Year 
State : ; State : . 
MN 49 19 1948 1949 1950 
California $25,000 $25,000 | $25,000 | New York $204, 400 |$228, 000 |$208, 585 
Colorad 1, 000 Oregon 7 125,000 | 247,196 
Idal 0 Pennsylvania z 5, 000 
Iowa 50) Sout! 11, 000 2, 500 3, 385 
Maine 31,359 | 63, 48 57, 965 Ve 1, 000 
Maryland 800 || Washington » 17, 857 
Massachusetts 74, 136 79,700 | 165, 300 ‘ 
Minnesota 700 800 rotal ..| 461,862 | 537, 163 742, 581 
New Hampshire 10, 97 11, 283 9, 693 | | 
| 
1950 is the latest vea rwl tl nformation is available without making individual requests to the 
vario ates 


Mr. Hunvrer. Is not the Western pine bettle in northern and south- 
ern California for the most part in the national forests? 

Mr. Curr. That is correct. 

Mr. Hunrer. I think that fact is important to note because the 
national forests are Federal property. Such property is not on the 
State or county tax rolls and that is one reason why the State govern- 
ment is not so ready to step in and spend more money than it does. 
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Then, too, I have noted on numerous occasions whenever the question 
comes up of cooperation that there is a question of jurisdiction. It is 
Federal property and the Federal agencies have not been particularly 
interested in getting tied up with county and States agencies. That 
does not mean that there cannot be more cooperation—lI think there 
can and should be—but that is one of the problems that exists. 

Mr. Horan. Do these justifications include all of the new pests? 

Mr. Curr. This list in the book of notes includes all of the projects 
on which we have any plans for doing any work. 

Mr. Horan. Were there any outbreaks since this was prepared for 
the consideration of the committee ? 


SOUTHERN PINE BEETLE IN MISSISSIPPI 


Mr. Cuirrr. None that we know of. There is one major project 
that came up very suddenly this last year that I would like to discuss 
briefly, because of its significance with regard to the question you 
just asked about private cooperation. That is the southern pine 
bettle in Mississippi, in the Homochitto National Forest, which came 
up last spring. The origin of that epidemic was a nice storm which 
broke down a lot of timber and thus provided fuel for these bettles 
tobreedin. It affected the national forest land as well as private land. 
Private industry went to work right away simultaneously with the 
Federal Government to try to clean this up on their own lands. There 
again, the major medium of control was by salvage logging. 

Mr. Horan. How much is requested for southern pine bettle con- 
trol for this coming fiscal year ? 

Mr. Anpersen. Nothing is proposed for the coming fiscal year 
according to the table I have here. 

Mr. Curr. The picture on that has changed since these notes were 
made. If I could continue to give the chronological development of 
this, this particular bettle is one of the fastest-moving insects we have, 
if not the fastest. 

It produces 5 of 6 broods a year whereas most other bark beetles 
produce 1 a year and in Colorado it is a brood every 2 years. 


CONTROLS THROUGH ROAD BUILDING AND LOGGING 


The major means of control is through logging, but logging had 
to be supplemented by chemical spraying of the tops and residue and 
the trashy trees that were not fit for logging. 

Mr. Horan. But those two operations go together. You have the 
access roads so you can log. Of course, you have access roads to get 
your chemical units in and out. 

Mr. Curr. That is correct. In this case, the country is accessible 
so that logging could proceed. 

Well, the Federal Government has spent $259,251 on Federal land. 
We have contributed $48,419 on State and private land, and the pri- 
vate operators have spent $165,707 on private land. In the process 
of getting this control, the Forest Service has logged 14 million feet 
of timber which is worth somewhere in the neighborhood of $500,000. 
The surveys which have been made since the budget estimates were 
presented indicate that we may have to do some more work next fiscal 
year on this particular project. 
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Mr. Horan. Along that line, there has been quite a bit of discussion 
about putting these pest-control programs on a pay-as-you-go basis. 
In other words, you would in most cases pay for the construction of 
access roads out of the harvest pecelnt after you built the roads, 
Would that not require some sort of revolving fund if you were to 
operate on that basis? 

Mr. Curr. A revolving fund would be very helpful if we were to 
work on that basis. 

Mr. Horan. How else could you do it ? 

Mr. Curr. I think Congressman Whitten’s sucgestion is that the 
county ’s contribution be taken out of it after the road costs were 
deducted. 

Mr. Horan. How are you going to build roads in the first instance 
if you don’t appropriate money for it or have it available ? 

Mr. Curr. We need finances initially, so that the roads can be 
built. 

Mr. Horan. Unfortunately, we will have to consider a fund of some 
sort to get the ball rolling. 

Mr. Anpersen. Are there any further questions, gentlemen ? 








ORGANIZATIONAL STRUCTURE OF CONTROL OPERATIONS 





Mr. Wuirren. I wonder how this program for control of forest 
pests fits into the organizational setup. It is my understanding that 
insofar as locating the pest. identifying it, and figuring out the means 
of treatment is done by the Bureau of Entomology and Plant Quaran- 
tine. How is the control work handled ? 

Mr. Curr. That is handled by the Forest Service on national forest 
lands. The Forest Service supervises the cooperative control projects 
on the private and State lands. The Interior Department agencies 
administer the funds which are allotted to them for control of the 
forest pests on Interior Department lands. 

Mr. Wunrrren. Organizationally, then, after the control program 
is set up, you run it as though it had originated with your Bureau ? 
Mr. Curr. Thats correct. 











COOPERATION WITH THE DEPARTMENT OF INTERIOR 
Mr. Horan. How does the Bureau of Entomology and Plant Quar- 
antine operate now, Mr. Shanklin, in relation to the Department of 
the Interior? 

Mr. SHanxkurn. The moneys that come to the Interior Department 
are transferred at that point; they supervise Indian land, park land, 
and for wildlife, and on public domain, unless it is one of these large 
projects, similar to the Oregon budworm in which work was done by 
one agency on all lands involved. In that case, work was done on our 
lands in the State of Oregon. Work was done under the supervision 
of the Forest Service. We had no money and did not do any work 
other than to assist them in the survey. 

Mr. Horan. It is true that in the control of forest fires you call on 
the Forest Service ? 

Mr. SHankurn. We call on them and they call on us occasionally. 
It depends upon the need in each case. 
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INCIDENCE OF INSECT PEST EPIDEMICS 


Mr. Latrp. Mr. Chairman, I have heard it said, and I want to find 
out whether it is a fact or not, that we have had greater trouble with 
insects on some of the Federal forests since the time that the Federal 
forests were opened up for recreational purposes than they had in the 
past. Similarly, insect damage is not as great on privately owned 
forests in many cases because they have not been opened to recreational 
purposes. What is your comment on that ? 

Mr. Curr. I do not think that recreational use of the forests has 
any effect whatsoever on incidence of insect pest epidemics. The 
entomologists could answer that better than I, but from our experience 
I do not see where there is any direct connection whatever. 

Mr. Anpersen. Have you any comments on that, Dr. Popham ? 

Dr. Pornam. There would be no direct connection except as recrea- 
tional areas might be abused. You might create conditions in an 
area that were not natural which would contribute to the weakening 
of the trees and in turn make them more susceptible to attack. I think 
it is more likely to be the age of the stand and some other factors that 
would make it seem that some greater epidemics have occurred on 
Federal lands. That plus the fact, of course, that there are extensive 
blocks of timber in the hands of the Federal Government, and perhaps 
more of it is inaccessible making treatment more difficult. 

Mr. Wurtrren. Could we ask Dr. Popham and Mr. Cliff to list in 
the record the approximate damage that insects do annually, the 
amount and value of timber by types that is damaged, and what we 
are spending for control programs ? 

Mr. AnperseN. You would like that relative to all of the control 
programs in which we are interested ? 

Mr. Wurrren. That isright. 

Mr. ANpvERSEN. Will you gentlemen insert that statement, please ? 

(The information requested is as follows :) 








*PAA[OAUT SENTRA TOeaId01 UST 

STI A PTF 9218 944 

yZno1y4 ssuyppees Zuliq 0} Aljenuue 
suing 


(VuotjyVN woAuBY vAIg sulo[pe Role 
POA[OAU] SONTBA UOT{RII00I FTF] 





UOTPBILOJIp 
JSUTBIB 








U01}90401q 





ureiZ0id [014 
1 SsoT [enuUeE ¢ 





-u00 09 ONpP MOT 


ON[VA POYSIIVA PUB [CUCT}vIIN0I UAT FY 
3a[J00q UIOI] Sparys ould svsns 

Juno¥ JO U0TJOo}OId PUB S[TAVOM UOJ] 

u0}}09}01d UOTeJUBId SepNypoUT 4efoig 
“000°000Se$ ENTBA poyeuI 

“pealOAUl 
-80100J [BT] UBISG Ns ‘yOofo1d 9ATeIEdo0g 
*$}S00 07300} 
pelt y-snq 
poyss9j eM 





OSBOIOUT 
OAISUO}X | 


doqmy} 
*‘SOn[BA 


956 


*PeAafoa 
poyssoe4t 











000 ‘OE 000 


000 ‘ZL | 000 ‘F 


000 ‘000 ‘0Z | 000 ‘000 ‘T 


009 “LS WZ 








00S Og 

} 
000 ‘ST 008 ‘T 
OOS "82 OOL *t 
O00 ‘USZ “T 000 “0S 
000 ‘6 009 

} 
000 '0Z 000 “S 
000 000 *LLI 

‘T 000 ‘Ose | 








-duinis) 


IBA 





Ud lo sty 
] ¢c6r oo dn 
SS0[ [BNUUB BARIVAY 





aYDIS 7D san]DA 


000 ‘002 ‘T 


000 “000 ‘00% 


000 *009 “T 


000 "000 6 


000 ‘000 “08 


000 "000 ‘089 


000 ‘0&6 


000 ‘000 ‘8 


000 ‘009 "St 











C2G oos 


3R 


-duinys) 
on[eA 


I 






Sen[BA 1J3q 


000 


000 ‘002 6 


000 “OZ 


000 ‘089 ‘T 000 “ZL 


000 “000 “0% 


00Z 


000 “OST 


000 “O00 “€ 


bb 


000 "000 "9Z 


000 ‘29 


000 ‘000 ‘% 


000 “000 ‘0Z 


000 “OOF ‘PL$| O00 ‘OOF ‘Z1 


100] 


p.iBoq 
iesnoy}) 
emIn[OA 


} Orqt 





| 000 ‘006 | 000 ‘OF 


000 ‘S19 
000 “OLL 


000 “000 “09 


000 “OZE 


000 “8° ORY 





000 ‘O€I ‘I 
000 000 ‘6 
| | 
| 000 ‘008 ‘2 
| 000 ‘009 000 
000 ‘008 


000 ‘008 “€€ | 000 ‘00 


000 “OST 


000 “000 “98$) 000 ‘000 


o278 
duns) 


on[BA 





poueieelgy 
Ajo eipemmy 


IBYIIVUI Pazet 


000 ‘Tt 
000 “¢ 





000 “000 “¢ 


000 ‘OF 





000 ‘EIT 


000 “OOL 


‘OF 


000 “002 


000 ‘08 


1900] 
p.1eo0q 
Tesnioy}) 
suIn[oOA 





000 ‘OOT 


000 % 


000 ‘000 ‘02 





ctl 


000 “00S ‘2 


000 06 


000 ‘OF 


000 "S99 ‘T 


OOD U06 ¢ 


000 “8z¢ “E$ 











000 “Eee 


000 ‘OO0€ *t 


000 “88S 





000 ‘OT 000 ‘09 


““| gig 9 


000 “F | 000 “82 
000 ‘000 ‘1; GOL “SS 
OOF “FT 002 “L 
OOF | 00: 








| 000 
OOF 6 000 “IL 
000 “OOT 000 “Ot 
000 ‘9 000 “02 
000 ‘OI 096 ‘LEZ 


000 ‘9z 





000 “OLS 


000 “SLe$ 


pasoq | 


pursnoy}) 





“B2I[GO 
pe yeul 
isa 





sqoaloid jo1yu0d yoasur ysasof ‘ainynoiiby fo yuawjsvdaq 


s8nqoy41d 


‘19 pues ould uo say}90q YIBq 
—4S010q [BVUOIJWN Yoolp-euoziry 
‘auld seorsuoy 
uo snZunjy jodsuMOoIq—se1eI1g 
uleyNOs JO sjsel0y YQVUuoneEN 
~-apjeeq eulyuedinj—eploy a 
“eT}90q 
Iy-sejsZnog —uose1Q-uozZUIYsSE Ay 


“oT}00q STITH Aig 
[euoneN exiq-qeip 
“suoly 
-ejuyjd ould uo seljMes pues 
UISUOOS! AA -UBSIYO! JV 
81} 80q 
euld U;eJUNOUI—sjse10] [BUOT} 
“BU JOUIGeY)-TeUusaj00y * Ie} UO 
*91390q STITH 
$8010] [CUOT}VU OpBIO[OD 


48010 4 











youd 


a]}00q auld 


U19}SOM—BIUION[VO  uUl0eyzI 





91390q ould 


UI9jSOM—BIUWIO[VH  wiseyjynog 





WOM pngq snids oyep]-suezyuO Py 
“a[je0q IY 
“SU[SN0(] —8jS010j [BUOCTIVU OYBpPT 


*o] }990q y1eq 






enJds—sjso10j [VUOT}BU OPBIO[OD 
31390q 
yieq = BoM OYBP]-BUR} UO 
yoafOld 








I~ 


D 


9 





i* 


usyy 


$9] 





OJ} SALIBA PAATOA 


suosied Of¢'R09EZ SBM SBAIB aSOTZ OF 
UOTPBISTA ZO61 ZULING Ss} UENO jy 
pus syind 8} PpazstTa suosiod LOO OSE 
“peqsi[q 8ise SBM BIAIIS yivd l 101} 
“BN 94} JBq2 IwoA OY} “OI6I SULNG 
syusMINUOT pus sxIed [BUOWeU 984} 
JO 9SN SIOJISIA PESBVaIU! oy} UO peseq 











pelepisuoo oq ISNU BOje0y} AGT] 
osn onqnd 10} SOTPTPIOV) [WUOTIBIIO0I 
jo as0y3 O18 NG VBS JO) JoquiTy 
j soul 3 7e ONRIS It it ‘ 














yivg [euolyeN uoAUBD puBIA) 943 IOMpH sonIds YITM PoISIUT S949B OOO'OE OF SJOISUT JO JOqUINU B JO BSB OY} Ul $8108 
JOAB PeVUIl{Se vf sjuemn i pus syivd [eoeU Ul SUOTIS zz UO syuRtd ied Iv ‘sotJ00q YIVQ ‘SIOJVI[OJop JO [01ZUOO SBATOAUT] ¢ 
“sal0y 1 
* (101103 U] 
1 ; t z 5) t WE “ER 14} JO JuEUTZIBdeq ) Syoofosd |[eUI 








958 


Mr. Curr. We have covered the major projects in our testimony 
today. There are several smaller projects that the committee might 
be interested in which I would like to discuss briefly before we finish. 

Mr. AnpersEN. Proceed, Mr. Cliff. 

Mr. Cirrr. The House notes contain a reference to an epidemic of 
the Douglas-fir beetle in Washington and Oregon. This epidemic is 
of tremendous preportions ard the losses have been correspondingly 
great. However, the trees are so large that direct control by chemical 
means is out of the question. Commercial logging is the only prac- 
ticable means of control. This, in turn, means access roads since much 
of the epidemic is in areas now inaccessible. 

An effective control program will involve reorganization of the 
timber sale program in the six national foresis affected, Federal con- 
struction of main tap roads, and accelerated construction of secondary 
roads, by industry, in connection with salvage sales of killed and 
infested trees. 

The estimated expenditure of pest-control funds is for directing 
logging activities to infested spots where control will be most effective. 
This is a continuation of similar work conducted very successfully 
in 1952. 

Mr. AnpDERSEN. Unless there are further questions the committee will 
move on to the next item. Thank you, gentlemen, for your testimony 
today. 
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Marcu 24, 1953. 
EXTENSION SERVICE 
WITNESSES 


Cc. M. FERGUSON, DIRECTOR OF EXTENSION WORK, EXTENSION 
SERVICE 
L. M. SCHRUBEN, CHIEF, DIVISION OF BUSINESS ADMINISTRATION, 
EXTENSION SERVICE 
JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE OF BUDGET AND 
; FINANCE, DEPARTMENT OF AGRICULTURE 


PAYMENTS TO States, Hawa, ALASKA, AND Puerto Rico 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 





Appropriation or estimate $27, 135, 006 $27, 165, 956 $27, 169, 129 
Reimbursements from non-Federa] sources a ian ‘ 7" 
Reit ments from other accounts 5, 520 2, 838 2, 838 
vailable for obligation pied 27, 140, 537 27, 168, 794 27, 171, 967 

Unobligated balance, estimated savings —13, 407 
Obligations incurred oe 27, 127, 130 27, 168, 794 27, 171, 967 
NOTE Reimbursements from pon-Federal sources above are from proceeds of sales of personal property 


40 U.S. C. 481 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


Direct Obligations 


1. Payments to States, Hawaii, Alaska, and Puerto Rico for 

cooperative agricultural] extension work $26, 885,000 | $26, 919, 129 $26, 919, 129 
2. Federal administration under Bankhead-Jones Act, sec. 23, 

title II (act of June 29, 1935), as amended by th 


e act of 


June 6, 1945 (Public Law 76 236, 593 246, 827 250. 000 
3. Obligations under reimbursement from non-Federal 
sources : : 17 
Total direct obligations — 27, 121, 610 27, 165, 956 27, 169, 129 


Obligations Payable Out of Reimbursements From Other Accou 
2. Federal administration under Bankhead-Jones Act, sec. 23, 
title II (act of June 29, 19235), as amended by the act of 


June 6, 1945 (Public Law 76). - 5, 52 2, 838 » 838 


Obligations incurred 27, 127, 130 27, 168, 
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Obligations by objects 


1956 estimate 


$204, 921 $202, 484 


203, 208 


820 200, 400 
167 28, 467 
uo 2.000 
200 1, 200 

5, 000 7, 000 

O00 4, 000 

000 2, 000 

3, 000 3, 183 
000 1, 500 


OO l 000 1, 480, 000 


000 12, 000, 000 


000 12, 250, 000 
-5, 000 555, 000 


17, 300 
42, 558 


S48 131 2, 131 
000 000 408, OOO 

Ay? 090 101, O90 

, O50 050 33, 050 

230 250 250 

rotal bligatio 27, 121, 61 7, 165, 95¢ 27, 169, 129 


Obligations P’ 


01 Per 


2, 838 


27, 127 7 27, 171, 967 
Analysis of expenditures 


1953 estimate | 1954 estimate 


$115, 417 $119, 373 
27, 168, 794 | 27, 171, 967 


27, 284, 211 27, 291, 340 
2, 838 2, 838 


119, 37; 119, 502 


, 162, 000 27, 169, 000 


al thorizat = 27 f 7, 052, 000 27, 055, 000 
uthorizations 5, 110, 000 114, 000 
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Mr. Anprersen. The committee will come to order, gentlemen. 

We have before us Mr. C, M. Ferguson, Director of the Extension 
Service. We are glad to hi ave you and your associates before us, Mr. 
Ferguson. I believe that, inasmuch as you have just received appoint- 
ment as Director of Extension, it would be well to place in the record 
here a press release relative to your background. 

(The press release referred to is as follows :) 


M. Fercuson, Drrector oF EXTENSION WorkK, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Prior to his appointment as Director of Extension Work, Mr. Ferguson was 
director of the Ohio Agricultural Extension Service and chairman of the extension 
committee on organization and policy of the Association of Land-Grant Colleges 
and Universities. In his new position he succeeds M. L. Wilson, who will continue 
to serve the Department as a counselor on extension work in both the United 
States and abroad. 

Mr. Ferguson was born June 21, 1899, on a farm at Parkhill, Ontario, Canada, 
and was graduated from the Ontario Agricultural College at Guelph in 1921, 
having specialized in animal science. From 1922 te 1928 he was en extension 
poultry specialist and also taught agriculture at Michigan State College at East 
Lansing. During 1928 he helped to organize an experiment station for the Colom- 
bian Government at Bogota, Colombia 

He became an extension poultryman for Ohio State University in 1929 and 
remained in that position until January 1949, when he was appointed director 


of the Ohio Extension Service. During his work as poultry specialist, Mr. Fer- 


guson was secretary of the Ohio Poultry Improvement Association and a member 
of the Ohio Poultry Council and of the Poultry Science Associaton. He took 
an active part in organizing the Ohio Nutrition Conference which is held an- 
nually at Ohio State University and which has grown to have national importance. 

As Ohio’s director of extension, Mr. Ferguson emphasized the need for strength- 
ening extension work and developed a Statewide extension advisory 


committee 
which has lay representation from each of the State’s 88 counties. He has also 


been a strong supporter of 4-H Club work and was local 4-H Club leader of the 
South Perry Garden and Livestock 4-H Club in Ohio for 6 years. 

Mr. Ferguson is married and has two sons. One, John J., is a Michigan State 
graduate and has recently been discharged from the Army after service in 
Germany. The other, David, is a student at Ohio State. 


Mr. AnpersEN. Prior to your general statement, Ferguson, we 
will have inserted in the record pages 358 through 361 and ‘ 366 through 
374 and 384 through 386 of the just tifications. 

(The pages referred to are as follows:) 


PURPOSE STATEMENT 


The Smith-Lever Act of May 8, 1914, inaugurated the present nationwide 
system of cooperative Federal-State extension work in agricultural and home 
economics. Its function is to take the research results, farm situation, and 
program facts of the Department of Agriculture and the State agricultural 
colleges and experiment stations to rural people in terms of local, ready-for-use 
application. The activities of the entire cooperative extension organizations 
are directed toward— 

1, Maximizing net farm income and farm stability through the application 
of advancing science and technology. Emphasis at present is on maintaining 
optimum production, balanced individual farm production plans, increased pro- 
duction efficiency, and improved marketing methods, thereby putting each farm 
to the extent possible on a sound economic basis. 

2. Conservation of resources for the benefit of the individual farmer, the 
Nation, and future generations. 

The improvement of family living through better housing and home facil- 
ities, use of labor-saving equipment and methods, farm and home safety measures, 
and other means. 

1. The improvement of health through better nutrition and more effective ntili- 
zation of health facilities and services. 
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5. The imprevement and use of educational and recreational facilities for 
the home and the community. 

6. The Gevelopment of a better understanding of, and more effective partici- 
pation in, community, State, National, and international affairs to the end 
that constructive policies may be determined. 

Funds for payments to States are distributed to each State, Alaska, Puerto 
Rico, and Hawaii, partly on the basis of prescribed amounts ard partly on 
the basis of the rural population, the farm population, and, within limitations, 
as the Secrctary may determine. The cooperative extension service derives its 
finances from Federal, State, county, and local sources. These funds are used 
within the State for the employment of county agents, home-demonstration 
agents, 4-H Club agents, State specialists, and others who conduct among rural 
people the joint educational programs adored for local application. 

The Federal Kxtension Service maintains its central office in Washington 
and carries on its functions threugh the State extension services in cooperation 
with 51 State and territorial land-grant colleges and a network of county ex- 
tension offices in mcre than 38,000 counties. 

On November 30, 1952, there were approximately 12,600 State and county 
extension workers attached to the State organizations, and 249 Federal em- 
ployees, 188 of whom were in Washington. 


| 
Appropriated, | Budget esti- 
1953 | mate, 1954 


id Puerto Rico $31, 877, 156 $31, 880, 329 
. 899, 428 1, 030, 000 


32, 776, 584 32. 910, 329 


1958, and estimates, 1954 


Total 
estimated Budget esti 
available, mates, 1954 
1953 


Increase 
or 
decrease 


$1, 480, 000 $1, 480, 000 


. 000, 000 12, 000, 000 
2, 496, 827 12, 500, 000 
555, 000 555, 000 
59, 858 59, S58 
541, 221 541, 221 
33, 0450 33, 050 


711, 200 711, 200 


, 877, 156 31, 880, 329 
8U9, 428 1, 030, 000 


lotal 32, 776, 584 32, 910, 329 
Deduct permanent appropriatior operative agricultural 
extension work —4 711, 200 4, 711, 200 


Total, direct nual appropriations 4 28, 065, 384 28, 199, 129 +133, 745 


A) PAYMENTS TO STATES, HAWAII, ALASKA, AND PUERTO RICO FOR COOPERATIVE 
AGRIC LTURAL EXTENSION WORK 

Appropriation Act, 1953 . $27, 169, 129 

Reduction pursuant to sec. 412 } —3, 173 

Adjusted approy tion, 1953, and base for 1954 27, 165, 956 

Buc estimate, 1! 27, 169, 129 


Increase (t¢ 1 off est te to the amount authorized by sec. 23, title II of the Bankhead- 
Jones ontenk 


3 +3, 17: 












Project statement 


1954, 
estimated 


k 1953 
ee 1989 , ween 
Project ites estimated Increase 


1. Capper-Ketcham Act (act of May 22, 1928) $1, 480, 000 | $1, 480, 000 |. $1, 480, 000 
2. Bankhead-Jones Act, sec. 21, title I] (act of June 29, 
1935 12, 000, 000 | 12, 000, 009 7 - 12, 000, 000 
Bankhead-Jones Act, see. 23, title LI, of the act 
approved June 29, 1935, as amended by the act of 
June 6, 1945 12, 250, 000 | 12, 250, 000 12, 250, 000 
Administrative expenses, Federal Extension Service 36, 593 246, 827 +$3, 173 250 000 
4. Additional extension work (act of Apr. 24, 1939) 555, 000 555, 000 . 555, 000 
Alaska 
Act of Feb, 23, 1929_.._- bs 13, 950 17, 300 17, 300 
Act of Oct. 27, 1949 ¥ 42, 150 42, 558 . 42, 558 
6. Puerto Rico: 
Sec. 3, act of Mar. 4, 1931, extension of Capper- 
Ketcham Act to Puerto Rico 31, 348 32, 131 |.- e 32, 131 
Act of Aug. 28, 1947 408, O01 408, 000 : 408, 000 
Act of Oct. 26, 1949 71, 502 101, 080 babe 101, 090 
7. Housing Act of 1949, title V, sec. 506a 33, 050 33, O60: hn. ccucee 33, 050 
Unoblieated balance wien ‘ 13, 407 
Total available or estimate ‘ * 27, 135, 000 | 27, 165, 956 +3,173 | 27,169,129 
Reduction pursuant to sec. 412 , +3, 173 -| 


Total appropriation or estimate 27, 135, 000 | 27, 169, 129 Seeleewcaunehcoe 





STATUTE OF PROGRAM 





1. General.—The primary function of the Cooperative Extension Service is 
education in agriculture and home economics. The nature of the educational 
responsibility includes not only the diffusing of information, but also the de- 
velopment of an interest in, and recognition of significant problems, encourage- 
ment in planning best ways and means of solving the problems recognized, and 
the stimulation of appropriate action by the people themselves. The broad 
objective is to improve the economic welfare, nutrition, and health, family and 
community life of rural people and to help them solve the many interrelated 
problems which affect their lives. 

2. Financing.—The Service is cooperatively financed from Federal, State, and 
local funds. Federal funds, this year, contribute 38 percent of the $84,593,27 
of total cost, which is expended in line with approved cooperative projects. State 
governments contribute 36.1 percent of the total budget, and county and local 
sources provide the other 25.9 percent. 

3. Extension program serves many.—In 1951 the Extension Service influenced 
a total of 6,680,000 families. Of these, 4,646,000 improved 1 or more agricultural 
practices and 3,295,000 improved 1 or more home practices as a result of extension 
activities. 

To reach and influence such large numbers of people, Extension agents and 
specialists used every teaching device and method known to modern educators. 
‘They depended heavily on the help given them by 1,174,000 voluntary local lead- 
ers, many of whom had received basic training by coming up through the ranks of 
4-H Club work. They wrote 905,000 news stories, made 165,000 radio talks, 
appeared on numerous television shows, and distributed more than 23 million 
bulletins, circulars, and pamphlets of their State agricultural colleges and the 
United States Department of Agriculture, as well as other agencies, They held 
more thin 2,460,000 meetings with a record-breaking total attendance of 75,520,- 
000 persons, or an average of 31 persons per meeting. 

Most of all, however, Extension agents depended upon personal contacts to get 
their message across. They handled 8,565,000 telephone calls, 8,074,000 office 
calls, and made 3,668,000 farm and home visits. Alrogether, they made more than 
20 million personal contacts during the year. 

4. 4-H Club work.—American agricultural strength for the future will depend 
upon the training of its youth today. Members of boys and girls 4-H Clubs in 
States and Territories enrolled in increasing numbers with a total last year of 
2,004,139, the highest ever attained. 

Almost 275,000 local volunteer leaders contributed their time and energy to 
make 4-H Club work a profitable and inspiring experience throughout the year. 
About 685,000 boys and girls enrolled in 4-H Club work for the first time. 
Available figures indicate that about 15 million boys and girls have participated 
in 4-H Club work at some time. 
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Records of 4-H boys and girls indicate approximately 100,000 acres in garden 
projects and one-half million acres in other food crops. Over 1 million head of 
livestock and more than 9 million head of poultry represented an additional 
contribution to national food production and the opportunity to learn production 
methods at the same time. Other 4-H Club activities include conservation of 
natural resources, farm engineering, home beautification, food preservation, cloth- 
ing, and a health program for the individual. More difficult of measurement but 
of increasing importance has been the training in citizenship and leadership. The 
democratically conducted meeting by members themselves and the early assump- 
tion of leadership responsibility for younger club members are ample proof of 
the training values in the program. Almost 70,000 regular 4 
enrolled in a special junior leadership project the past year. 

5. Home demonstration work. 


H Club members 


Home demonstration work continues to grow 
in both scope and number. The 1951 enrollment in the 68,000 clubs reached an 
all-time high of 1,425,000. The educational work in home economics is carried 
forward by 3,692 home demonstration agents. These professional women help 
homemakers plan local programs to meet recognized needs, provide the technical 
information essential to such program and assist 


in carrying on the program- 
teaching activities. 


All phases of family living are included in the programs 


and homemakers welcome the practical kind of education home demonstration 
work offers. Increasing emphasis on homemaking programs is on home and 
community improvement. More than 3 million homes throughout the Nation 


made improvements last year based on the educational work of home demon 
stration agents. Work is carried on with both white and Negro homemakers, 
both farm and nonfarm. More than a third of the home demonstration agent’s 
time is given to helping with the 4-H Club program for girls. 


Records indicate 
er 500,000 volunteer local leaders assisting the agents in carrying on the work 
last year. 

6. County agricultural agent work.—There were 4,866 white and 393 Negro 
agricultural agents employed in the over 3,000 counties of the United States 
last year. These technically trained men worked with farm and ranch operators 
to bring them the latest proved practices from State and Federal research 
efforts and the successful experiences of other operators. In addition many calls 
were received and much assistance was rendered to nonfarm families with re- 
spect to gardens, lawns, and home improvements. Local adaptability of many 
recommended practices was assured by field demonstrations carried on coopera- 
tively by farmers and extension agents. Last year the number of such dem- 
onstrations Was 123,504 and more than 29,000 meetings were held at the site of 
these demonstrations. (Over a million and a half people attended them. In 
addition, agents conducted almost 12,000 tours to observe recommended agri- 
cultural practices with 648,388 in attendance. 

7. Agricultural program planning.—Almost without 
sion services are making critical 
tion. 


exception, State exten- 
examinations of program building and execu- 
They are also cooperating with local people in the counties in the prepara- 
tion of sound long-time programs for agriculture and rural living adapted to 
local conditions; 49,946 local people representing agriculture, homemaking and 
rural living participated in the overall extension program planning effort. In 
addition, 292,923 young people and their leaders cooperated in the planning of 
the 4-H programs and 536,961 rural women are members of county councils 
which assisted in developing local home demonstration programs. 

8. Leader training.—Much of extensions success is due to the quality and num- 
ber of voluntary local leaders. To get greatest results from the leader training 
system, extension held 96,621 training meetings for leaders of adult activities 
and over 61,000 meetings for training leaders of 4-H and other youth activities. 
It is interesting to note that adult leaders held more than 336,000 meetings with 
a total attendance of 6,428,500. Leaders taught 


to hold successful meetings 
not only serve their communities well, but 


they share in a self-improvement 


program yielding great personal satisfaction. The entire process is aimed at 
helping people to help themselves. 
9 New problems, new opportunities —Use of more mechanical and electrical 


power has been the principal means of compensating for the diminishing farm 
labor supply. The increasing use of farm tractors has also been one of the 
principal factors contributing to increasing the volume of marketable agricul- 
tural products through the release of acreage formerly used for horse pasturage 
and feed requirements. This is a gain in food prodticing ability for the Nation, 
but the farmer must increase his gross income to include the costs of mechaniza- 
tion, tractor fuel, and electrical energy. 
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Extension assistance to farmers in coping with these mechanization problems 
has been steadily increasing with the advancing mobilization program. To meet 
the continuing reduction of skilled labor, farmers have demanded larger tractor 
units and have combined field operations for seedbed preparation, seeding, fer- 
tilizing, and preemergence weed control whenever possible. Harvesting of hay, 
ensilage, grains, and in fact every crop possible is mechanized and adapted to 
laborsaving practices in the field, in processing, storage, and handling as far as 
practicable. 

More than 100,000 farmers were assisted in selecting new farm equipment to 
meet their changing needs. More than 200,000 were assisted in making more 
efficient use of their mechanical equipment. Nearly an equal number were given 
instruction in maintenance, adjustment, and repair of farm tractors and 
mechanical equipment. 

10. Control of plant diseases.—Diseases take a heavy toll of various crops: 
About 7 percent of barley, 16 percent of corn, 24 percent of oats, and 15 percent 
of cotton. Through the more general use of resistant varieties, certified or 
disease-free seed, seed treatment, crop sanitation, and other control measures, 
much of this loss can be reduced. Extension forces are teaching these disease- 
control practices with renewed efforts. A 1952 survey indicates that 66 percent 
of the wheat, oats, barley, and rye acreage in Minnesota and the Dakotas, for 
example, was sown with treated seed and resulted in better stands of healthier 
crops. For the detection of plant diseases, a plant-disease survey has been in 
operation for many years. It has now been improved and extended into a watch 
service with the object of discovering any unusual outbreaks of plant diseases 
as soon as they occur. In each State a qualified plant pathologist, often the 
extension specialist in plant pathology, has been designated to serve as the 
leader. Farmers are asked to report any unusual crop troubles to their county 
agricultural agents and they in turn refer important reports to the designated 
State survey leaders who identify the disease and initiate appropriate action. 
Similar services have been set up for insects and for animal diseases. Insect 
outbreak reports are channeled through State and Federal entomologists. 

11. Progress in insect control.—Insects and diseases are major problems of 
modern agriculture. The entire Nation realizes this fact occasionally when boil 
weevils overrun the Cotton Belt, stem rust threatens the wheat crop, or a highly 
contagious and dangerous livestock disease breaks out in some section. Few 
people realize there are more than 30,000 plant diseases capable of causing 
tremendous damage, and insects annually cost the Nation about $4 billion worth 
of farm production. 

The Extension Service played a major role in the safe, effective, and economical 
use of the chemicals applied. The newer organic insecticides, although highly 
effective in the control of many insect pests, have greatly complicated educational 
work in this field. It is vital now that consideration be given not only to the 
effectiveness of the chemical but also to the protection of the person making the 
application, the protection of the ultimate consumer of the product, and the 
protection of the crops and livestock upon which the chemical is being applied. 

The 60 extension entomologists in the various States spent about 7,500 man- 
days in the field during 1951 assisting county agents and the general public with 
pest-control problems. The complexity of this work can be appreciated better 
when it is realized that 30,000 proprietary insecticides have been registered for 
use and that approximately 6,500 different insect pests are involved. 

2. Prtension poultry husbandry.—A meat-producing specialty, the “chicken of 
tomorrow,” has been added to the poultry industry and Extension workers have 
been active in guiding this development. In 1946 there were 275 million chickens 
grown on commercial broiler farms, while in 1951 there were 780 million birds 
raised, which provided more than 2 billion pounds of poultry meat for the con- 
suming public. To do this job American farmers took mass-production methods 
and technical improvements and applied them to the poultry industry. According 
to a recent survey 67 percent of all commercial broilers raised in 1951 carried 
the bloodlines of superior strains developed as a result of State and National 
contests. It now takes 3 pounds of feed to produce a pound of chicken meat where 
formerly it took 4. A 3-pound chicken can now be grown in 10 weeks instead 
of 12 weeks as heretofore. Such improvements have resulted in a profit margin 
for the poultry industry and cheaper meat for the consumer. 

13. Livestock production.—With the present demand for livestock products 
Extension is devoting increased attention to livestock production. This demand 
has continued strong and steady, influenced by population growth, continued 
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defense production, and military activities, with national income favorable to 
increasing meat consumption in the diet of American families. The decreasing 
farm labor supply available for other types of agricultural production and new 
techniques in obtaining the best returns from grasslands, have also influenced 
farmers to shift from cash crops to livestock production. With the increased 
emphasis on grasslands in soil-conservation programs, livestock is the only means 
of converting the increased pasture and forage production to food and economic 
wealth 

14. Use and conservation of water.—Increasing attention is being focused on 
water problems as a result of destructive floods in 1951 and extensive drought 
damage in both 1951 and 1952. Slowly the Nation is learning that wise use and 
conservation of water are just as important to agricultural production as are 
wise use and conservation of land. 

In 1951 Extension workers helped more than 55,000 farmers in 1,639 counties 
with irrigation problems. One of the most effective methods used was the field 
demonstration where modern equipment and modern practices could be shown. 
In some cases these demonstrations were combined with a farm tour during which 
good cropping practices, modern irrigation equipment, and better farm planning 
were stressed. 

In some States the need for better conservation of the water supply was 
stressed. In several of the large pump irrigation areas the ground water is 
lowering at an alarming rate. In the Texas high plains more than 9,000 wells 
represent an investment estimated at $50,000,000. Here the emphasis has been 
on conservation of the supply by better application methods. 

Extension agents and specialists have assisted many farmers in the South and 
East in the selection of proper irrigation equipment and have advised many 
others regarding the feasibility of employing irrigation under circumstances 
existing on their individual farms. Many costly mistakes were avoided by 
counsel and advise given by irrigation specialists. 

15. Cotton.—To meet defense needs, United States farmers produced more than 
50 percent more cotton in 1951 than in 1950, and as a result of increased mechan- 
ization did it with considerably less labor, Last year, 15 percent of the cotton 
crop was harvested mechanically. It is expected that this method of harvesting 
will increase and that the cotton crop will be more fully mechanized during the 
next few years. 

Mach year the cotton crop is harvested rougher and with more trash than 
the year before. This fact complicates and increases the drying, cleaning, 
and ginning problems. The volume of clean, handpicked cotton has become 
smaller each year. 

Imperfections in ginning machinery and operating practices cause what is 
known as rough preparation, which lowers the quality and value of cotton 
an average of $10 a bale. From 1939-46, rough preparation averaged 7.1 per- 
cent, while from 1947-51 it averaged only 2.6 percent. Extension’s cotton 
grade improvement program has been directly responsible for this reduction 
in rough preparation—a reduction which brings cotton growers an extra $5,000,- 
000 or more each year. 

The Extension Service has worked with the United States Department of 
Agriculture Cotton Ginning Laboratories to bring about the quickest possible 
adoption of new machinery and new methods at commercial gins. Seed cotton 
driers which add $1 to $5 to the value of ginned lint were standard equipment 
in 6,000 cotton gins, or about 75 pereent of the total active in 1951. It is 
estimated that gins equipped with seed driers processed at least 90 per- 
cent of the total cotton crop which increased the value of lint $30,000,000. 

Ginning specialists and county agents assist ginners in selecting proper equip- 
ment to produce high-ftest grades in each of the areas of cotton production. 
County agents in 454 cotton-producing counties gave assistance to ginners operat- 
ing 5,362 gin stands in 1951. 

During the year Extension sponsored many meetings throughout the Cotton 
Belt to give farmers information on mechanization, defoliation, harvesting, and 
ginning for higher returns. Extension has supplied leadership in the fire pre- 
vention phase of the cotton-improvement program from producer to consumer. 
Continuous efforts by Extension workers to reduce cotton-gin accidents have 
resulted in the installation of belt guards and other safety devices. As a 
result of Extension efforts to reduce rolling, big-ended, and overweight bales, 
ginners have become conscious of losses from this source and are correcting this 
trouble. 
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16. Grasslands are gold.—Fifty percent of the land area of the United States, 
or approximately a billion acres, is devoted to grass. Improvement in the grass- 
lands of the Nation as a basis for balancing livestock and crop farming has 
been one of the most universally accepted efforts ever engaged in by the Exten- 
sion staff. The plan is to encourage farmers to fit grasslands into a long-time 
system of sound farming in such a manner that not only ample food will be 
produced but the Nation will be strengthened through profitable balanced 
farming and the land and water resources will be conserved for future 
generations. 

Although the extension program over the years has included activities con- 
cerned with various phases of pasture and forage improvement, the impetus 
inder the cooperative grassland movement in 1951 brought out some corrobora- 
ive trends. County agents were assisted by nearly 75,000 local leaders or com- 
mitteemen in grasslands work. With the help of these leaders and extension 
specialists, nearly 497,000 farmers were assisted in grassland improvement such 
as obtaining improved varieties or strains of seeds; 471,000 were assisted in the 
use of lime; and 655,000 in the use of fertilizer. In addition. 39,000 were given 
help in controlling plant diseases, 76,000 in controlling insects, and 266,000 in 
controlling noxious weeds. Man-days of work devoted to aiding farmers with 
grassland improvement include over 76,000 by county agents, nearly 4,300 by 
State specialists, and nearly 2,900 by 4-H Club agents. 

17. Foods and nutrition.—The strength of a nation lies in the good health of 
ts citizens. Proper and adequate food is basic to good health. These facts 
ire the basis of Extension’s work in foods and nutrition. The general objectives 
are to help families understand the relation of food to health, to teach good 
food habits, and to teach selection of food for an adequate diet ; 1,500,000 families 
were assisted with food production, food preparation, freezing and canning, and 
economical buying of food; 300,000 4-H boys and girls learned to select, cook, 
ean, or freeze foods. 

18. Parent and family-life education.—Parent and family-life education helps 
families meet the tension and problems of American life that tend to disrupt 
human relations and make growing up difficult for children. In the past few 
years increased research has provided scientific information on the causes, pre- 
vention, and correction of many human difficulties. This has been interpreted 
and made available for State and county extension workers and local leaders, 
by the Federal and 28 State family-life specialists. The Mid-Century White 
House Conference on Children and Youth, and the Extension conference which 
followed, stepped up the work in this field. Special attention has been given to 
work with +H Club members and members of young men and women’s clubs. 

The number of ren, women, boys, and girls participating in family-life and 
child-development work has been increasing rapidly during the last few years. 
In 1951 the totals were: Adult, 333,000; 4-H, 23,000. The adults indicated they 
were parents of 544,000 children. 

19. Home management.—Many homemakers are finding they can take much of 
their drudgery from household tasks by using their minds and bodies efficiently 
and by choosing their tools wisely. During the year, Extension helped 614,606 
families with improving housekeeping methods; 100,798 with laundry manage- 
ment, 317,651 with time management; 79,200 with financial planning and home 
accounts ; 79,000 4-H boys and girls completed home-management projects. 

20. Family economics.—As a result of programs conducted to assist families 
with home business affairs, 278,000 families were assisted with household sup 
plies buying; 644,476 used timely economic information in making family living 
adjustments; 68,500 added to their income through home industries; 1,090,913 
families were assisted with consumer buying. 

21. Outlook work.—Outlook and economic information programs are well 
established in most States. Annual outlook statements are supplemented by 
current releases throughout the year. Liberal use is made of press and radio 
to give outlook a broader coverage. There is also a growing need for quickly 
informing farm people of various governmental provisions concerning them, 
such as price controls, wage stabilization, income tax, social security, etc. Ex 
plaining the needs and purposes of such legislation, and helping to interpret and 
apply it is an important contribution of this program. 

22. Farm planning pays.—Extension is actively engaged in helping farmers do 
a better job of business planning, helping them make wise management decisions 
based on a knowledge and understanding of all the factors involved and apply- 
ing the advances in technology to the everyday operations of the farm. The 
purpose of this work is to place each farm on a sound economic base. 













968 


23. Public policy—Many local problems are of a public nature which require 
group action to obtain the services desired and to make the best use of com- 
munity resources. The role of the Extension Service in this area is one of guiding 
discussion of controversial issues, supplying factual information that should be 
considered, and in general, helping people to better understand the situation, 
appraise their choices for action, and formulate programs to effectively deal 
with such problems as schools, roads, health facilities, taxation, and other local 
governmental problems. 

24. Farmer cooperatives.—Extension helped farm people better understand the 
functioning of cooperatives in their communities and in the Nation; furnished 
information and assistance in analyzing situations in connection with groups 
considering organizing cooperatives; and provided educational assistance to 
groups wishing to proceed with organizing cooperatives to get them started on 
a sound basis :d to provide an understanding of the possibilities and limita- 
tions of the cooperatives on the part of the farm people involved. Last year 
more than 1,000 groups wishing to organize cooperatives were given educational 
assistance. In addition, more than 9,000 operating cooperatives were assisted. 

25. Marketing.—To stay in business, the farmer must not only produce; he 
must also sell what he produces at a profit. Thus the field of marketing is of 
major concern to the farm family. 

Adoption of better marketing practices is improving the quality of farm 
products offered to the consumer. As an example, 12 States are carrying on pro 

‘ams to improve the marketing of sweet corn. Through the adoption of pack 
ages which hold a refrigerant, premiums for this more nearly “garden fresh” 
product of 5 to 10 cents per dozen have been received by farmers. 

26. Milk marketing orders and pricing.—In most States where milk-marketing 
orders are in operaticn, the extension economist provides unbiased faciual infor- 
mation for hearings and at other times explains the operation and pricing 
procedure to producers. For example, in Connecticut three changes in the price 
of class I milk occurred during 1951. Extension economists took an active part 
in the discussions and hearings preceding these changes, emphasizing the princi- 
ples which determine the limits of class I prices that can be maintained over the 
long run. Work simplification in receiving milk at milk plants was stressed in 
Indiana. In one plant the receiving crew was reduced from 3 men to 1 man with 
net annual savings of about $3,000. The change paid for itself in 6 days. 

27. Grain and hay marketings—Grain and hay crops constitute an important 
volume of farm marketings. In 1951 county extension agents conducted market- 
ing educational work in 1,454 counties. These programs involved over 5,000 
days’ work by the agents and 306 days of State specialists’ time. Grain-market- 
ing activities of State and county extension services include grading schools for 
producers and county dealers, work with producers, elevators, and dealers on 
proper storage, insect and rodent control, business management, and efficiency 
in local elevator operation. 

28. Personnel training. —The kind, quality, and amount of service which the 
12,500 State and county extension workers render rural people is influenced by 
the kind of training which precedes and follows their induction in extension 
work. The improvement of extension personnel through training involves three 
lines of activities: 

1. Preservice training primarily the responsibility of academic institutions 
with the assistance and guidance of Extension Service. 

2. In-service training: Vestibule and on-the-job training through short courses, 
workshops, clinics, seminars, etc. 

3. Graduate study: Advanced training of extension workers being groomed for 
more responsible assignments. 

One of the 5 regional 3-week short courses for extension workers is held each 
year at Prairie View, Tex. The short course held June 2-21, 1952, was attended 
by 70 Negro extension workers from the States of Texas, Arkansas, Oklahoma, 
Louisiana, Mississippi, Georgia, and Virginia. 

29. National garden preservation.—A national garden and home-food preserva- 
tion program was organized in 1951. According to a nationwide survey, there 
were about 17 million home gardens during the year, which would appear to be 
an increase of 3 to 314 million gardens over 1950. 

In 1952, under the leadership of the Federal and State extension services, the 
same program is being continued. As a result of the strong nationwide pub- 
licity and educational program, a still further increase in gardening and preserv- 
ing is expected. 
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Statement of obligations under allotments and other funds 


Includes only those amounts which, by Nov. 30, 1952, were actually received 

1 programed for 1953 or 1954. Since work for other agencies is performed on a 

service basis, at the request of those agencies and for their benefit, it is not prac- 
cable to estimate in advance the amounts to be received in most cases.) 


keting Act, Agriculture (Extension § 
nents to States for marketing service 


State and private forestry cooperation, Forest Service (Exten- 
sion Service): For cooperation with States for extension 
xctivities in developing farm forestry 

Conservation and use of agricultural land resources, Produc- 
tion and Marketing Administration (Extension Service) 
For payments to the applicable States for technical assist- 
ance to expedite rehabilitation in flood-stricken areas 


,ocal administration, sec. 388, Agricultural Adjustment Act 
»f 1938, Agriculture (Extension Service): To provide for the 
technical assistance to State and county PMA committees 

1 connection with the agricultural conservation program in 
Alaska 

Administrative expenses, sec. 392, Agricultural Adjustment 
Act of 1988 (Extension Service): To provide technical assist- 
ance in connection with the agricultural conservation pro- 
gram in Alaska. .....-- son 

Flood prevention, Agriculture (Extension Service): To pro- 
vide technical assistance in connection with planning the 
wricultural phases in the development of the general basin 

vestigations programs 


Vorking funds, Agriculture, Extension Service, advanced 
from Department of Defense, Department of the Navy 
lo conduct studies in the field of training with special refer- 
ence to investigating the characteristics, methods, and 
effectiveness of instructors and training officers 


Working funds, Agriculture, general (Extension Service 
Advanced from 

Department of State: To provide technical assistance 
in connection with the training of foreign leaders 
in extension work 

Atomie Energy Commission: For expenses incident 
to the relocation of farmers from areas to be occupied 
by the Savannah River plant of the Atomic Energy 
(ommiuission 


Total working funds, general 


Miscellaneous contributed funds, Department of Agriculture 
Extension Service) (trust fund) 

For contributions toward cooperative work with land- 
grant colleges on appropriate in-service training activities 
through summer-session courses for extension workers 

For contribution toward a cooperative study to evaluate 
progress and effectiveness of the international farm 
youth exchange program 

For contribution toward the services of a coordinator of 
the educational aspects of the international farm youth 
exchange program 


Total, miscellaneous contributed funds 


Mutual security (allocation to agriculture) (extension serv- 
ice): For expenses incident to the foreign trainee program... 


Obligations under reimbursements from governmental and 
other sources 
Payments to States 
Salaries and expenses 


Mutual security (allocation to agriculture) (extension serv- | 


ice 
Total 


Total, obligations under allotments and other funds 





Estimated Estimated 
gations, obligations 
1953 1954 


Obligations, 
1952 


$602, 200 $635, 000 


2, 000 
5, 600 | 


6, 500 | 


14, 100 


23, 544 2, 938 


978, 819 767, 073 
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Mr. ANpDERSEN. We will now be pleased to have whatever remarks 
you care to give this subcommittee, Mr. Ferguson. 





GENERAL STATEMENT 








Mr. Frercuson. This is the first time that I have had the honor of 
appearing before a congressional committee, Mr. Chairman, and I 
assure you this is quite an honor and I consider it a great privilege. 

Until a few weeks ago, my experience was limited almost entirely 
to State boundaries and I assure you, taking a look at this job from 
the national standpoint, raises a great many challenges in my mind. 
I would like to preface my remar ks by saying that the job of extension 
work as I see it is to put research in agric ‘ulture and home economics 
to work. I think that has to be done in every field, in every home, in 
every feed lot as well as in market channels. This program really 
starts, gentlemen, with 4-H Club work where boys and girls begin to 
apply science to everyday living. We have 275,000 volunteer local 
leaders who give these young people guidance. They are directed 
and helped by the professional guidance of our extension staff mem- 
bers. We consider this a great program of character building and 
citizenship development. 

I would like to have you think a minute about farming as it is 
today. I know several of you are farmers. I will not take the time 
to go into the organization of extension. I think you understand 
that but I would like to take a few minutes with you just to take a 
look at farming today. 


















THE BUSINESS OF FARMING 








Farming today is business. It is big business. The capitalization 
in farming today is the highest on record. It is estimated that 
farmers have some $17,000 invested per worker on American farms. 
The competition for farm labor by industry has done several things. 
First, it has reduced the farm population. It is increasing mechani- 
zation. It is forcing farmers into development of larger units of 
farming. It is speeding up production per man-hour and along with 
that we are finding that operating margins on farms are tending to 
narrow, which increases the risk in farming. It increases the com- 
plexity of farm management. So farming tod: ay demands great com- 
petence in a great many fields. Some of “those I would list as, first, 
the business management of a farm, the proper use of land and water 
resources, the handling of expensive, complicated machines, the prac- 
tical working knowledge of chemistry, particularly as it relates to 
feeds and fertilizers, and chemicals such as insecticides, fungicides, 
weed killers, a working knowledge of plant and animal breeding, the 
place of hybrids and crossbreeds and purebreds; artificial insemina- 
tion has come into operation in the dairy industry and made a tremen- 
dous change in that business. 

The application of the science of nutrition as: it relates to both 
humans and livestock has made a tremendous change in our farming 
pattern. Farmers are concerned about the cost of marketing. The 
route to market is expensive. I would say that not only farmers but 
handlers and consumers are concerned about it, too. Out in the rural 
communities we find that our folks in our homes and communities are 
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looking to extension for help in the business of running the home and 
the farm. The farm family continues to occupy a distinctive place 
nour society. Every meal of a farm f: amily is a meeting of the board 
of directors. At those meals and family covncils a great many de- 
cisions are made. They affect home improvement; they affect. labor- 
saving conveniences to be purchs ased. They are concerned with the 
work of the rural organizations. They are concerned with a better 
understanding of public affairs and with wholesome community 


living. 












RURAL-URBAN RELATIONS 









Farmers are expressing a great deal of concern about the problem 
of rural-urban relations. We have had that question come to us sev- 
eral times in our own State as to what extension might do to help 
improve the understanding between rural and urban people. 







EXTENSION DEPENDS ON RESEARCH 








Extension, of course, must have scientific information. Science 
continues to cast light on many segments of these problems. These 
lights come on one at atime. It is the job of extension to bend these 
beams to cast light on the problems of the people with whom we work. 
















EXTENSION WORKS WITH COMMITTEES 






In extension work, we work with committees and if you will pardon 
my reference to my recent State experience, we had in Ohio a State 
advisory committee of 88 people, 1 from each county. ‘Those people 
represented the county advisory committees in their local counties. 
This committee meets once a year to study rural and home problems 
and to recommend the direction in which they feel the Extension 
Service should go. Last year one part of their recommendations to 
the Extension Service designated the following areas which, in their 
opinion, needed increased emphasis: 











RECOMMENDATIONS OF COMMITTEES 








More work with young people, 4-H Clubs, child development, and 
particularly in the field of work with young married couples who are 
getting started in farming, farm management, farm business organ- 
ization, finance, and credit. There was considerable concern ex- 
pressed about the problems of young people getting started in farm- 
ing. They put considerable emph: isis on the use of television as an 
additional tool in doing extension work. They asked us to intensify 
our work on disease and insect control and to shorten the route from 
the laboratory to the field. They emphasized the importance of as- 
sistance in the efficient use of farm machinery because of the very large 
investment that farmers have in equipment ‘today. They emphasized 
more emphasis on marketing. Ohio, being an important swine State, 
they put particular emphasis on help in swine breeding and produc- 
tion of meat-type hogs and an expanded program in dairy processing 
and marketing. Other States have similar committees. I do not 
think they are all organized on the same basis that the Ohio commit- 
tee was organized and I expect the emphasis would be different in dif- 
ferent States. 
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Extension has been criticized for failure to provide more man-to 
man on-the-farm contacts and work with individual farmers. 

Mr. Horan. That is a personal matter, though, is it not? 

Mr. Fercuson. In part. I think in part it is, Mr. Horan. The great 
complexity of work expected of extension people has forced us into 
working with groups and we have done less individual teaching than 

we used to do. As a State director, I sought a great deal of ouidance 
from the Federal office in matters of policy, of program development, 
and of staff improvement. Unfortunately, the Federal office was 
often unable to supply the kind of assistance that we needed in the 
State. So, on accepting this position I immediately asked the Land 
Grant College Association for a committee of State directors and 
leaders to come together and help us chart a course. This committee 
consists of Director Williams, of Kansas; Director Sanders, of 
Louisiana; Director Varner, of Michigan; and Miss Seudder, of New 
York. This committee is in the process of studying State-Federal 
relations. They have set forth in a preliminary, tentative statement 
the following functions which they believe should be strengthened by 
the Federal office. The first function they felt that the Federal office 
should strengthen is administrative management to include fiscal, 
financial, personnel, and operations in both the Federal office and in 
the States. 

They felt we should organize and direct all the educational activities 
of the United States Dep: urtment of Agriculture; we should cooperate 
with other departments of Government in activities of common in- 
terest; we should maintain working relationships at the national level 
with nongovernmental organizations; that we should keep the Con- 
gress thoroughly informed of the programs, progress, and problems 
of the Extension Service; that we should provide maximum service 
to the States in developing and maintaining effective working rela- 
tionships with the land-grant colleges and with related Federal and 
State agencies and with other organizations and groups; we should 
help them improve their administrative and their supervisory tech- 
niques; that we should help them with their problems of program 
development; program adjustment, execution, and appraisal; and in 
the development and training of State extension staffs. 

The proposed budget for 1954 includes an increase of $130,572. 
That, gentlemen, will permit making a substantial start in developing 
the Federal office and put it in a position to give the kind and amount 
of help for which the States are asking. It is my feeling that the 
Federal office does not need a big staff, but rather a small staff of 
highly competent people. 

Mr. Anpersen. Thank you, Mr. Ferguson. We have been very much 
interested in the statement which you have made. 

Undoubtedly you know that extension work has been very close to 
this subcommittee over the years. You are discussing your problems 
today with a group that is friendly to the Extension Service. 

Mr. Ferauson. Thank you. I appreciate that, Mr. Chairman. 

Mr. Anpersen. A good many years ago when 4~H work was in its 
infancy, I collabor ated with our county agent in helping to secure 
beef calves for 4-H boys to show. Also, I want to call attention to the 
fact that my colleague from Minnesota, Mr. Marshall, has the distine- 
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tion of having a father who was the first county agent in the State of 
Minnesota. That was in Traverse County in my congressional district. 

Mr. Horan. What years were they, Mr. Marshall ? 

Mr. MarsHay. 1912 to 1914. 

Mr. Horan. He was in on the ground floor, was he not ? 

Mr. Marsa. Yes. 

Mr. AnpersEN. I am pointing this out to show you that we are in- 
terested in your work. 

Now, Mr. Ferguson, we will insert the table which follows page 
362, and also the tables on pages 363 and 364 in the record at this point, 
since they have reference to the subject I wish to discuss next. 

(The data referred to is as follows :) 
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TABLE 2.—Statement of direct payments to States, Hawaii, Alaska, and Puert 
Rico, indicating those requiring offset by States and Territories, those not requiring 
such offset, and basis of distributions, as estimated for 1954 





A mount to |“™ount requiring offset and ba 













Total esti be paid of allotment 
— mate, 1954 without - Ppa args 
offset | sie 
Amount Basis of allotment 


unnual appropriation (Smith- |! $4, 711, 200 $500, 000 | $4, 211, 200 | Rural population 














: ) Ket Act 1, 480, 000 980, 000 500, 000 Do. 

3. Bankhead-Jones Act 21, title IT 12, 000, 000 2, 000, 000 Farm population. 

4. Bankhead-Jones ‘ct 23, title IT of the 12, 250, 000 12, 250,000 | Farm population ex 
t apy ed J 4, 1935, as amen i 


cept $500,000 to bi 






allotted by Seere 
| tary of Agricultnr 
on basis of speci 
| needs 

Specified by law. 


Rural population 





Do. 





Farm population 


Do 






( g . 7 (extension of Specified by law. 
Bankhead-Jones Act, sec 21, to 
Puerto Ric 










Act of Mar. 4, 1931, sec. 3 (extension of 7 32, 131 20, 000 12, 131 Rural population 
Capper-Ketcham Act to Puerto 
Rico). 

Act of Oct. 26, 1949 (Public Law 406 101, 090 101,090 | Farm population. 
extension of Bankhead-Jones Act, 

sec, 23, title II, to Puerto Rico | 

8. Housing Act of 1949, title V, sec. 506a 33. 050 NE oe 5 ke | Discretion of Seer: 
Public Law 171 





tary. 








rotal, direct Federal payments $1, 630,329 | 14, 546,858 | 17,083,471 









$10,000 to each State, Hawaii, and Puerto Rico 
2 $20,000 to each State and Hawaii 
3 $20,000 to each State, Hawaii (balance on farm population basis 
4 $10,000 to Alask act of Feb. 23, 1929) (balance on rural population). 
$ $20,000 to Alaska (balance on rural population). 
§ $20,000 to Alaska (balance on farm population 

$20,000 to Puerto Rico (balance on rural population). 














SOURCES OF EXTENSION FUNDS 


Mr. AnpDersen. Mr. Ferguson, what portion of funds for Extension 
work comes from Federal, State, and local sources? 

Mr. Ferevson. Would the committee like to have these charts, Mr. 
Chairman? 

Mr. Anprersen. Thank you. We will be glad to look at them as 
you are discussing the question. 

Mr. Ferevson. This chart will show the distribution of funds; 
37 percent of the funds that go to the States and Territories for 
extension work comes from appropriations made by the Federal 
Government. That is shown in the second bar. Appropriations 
from State governments provide 35.5 percent and from county govern- 
ments, 23.2 percent. Local, nonpublic funds amount to 2.6 percent. 

For the Federal office, the appropriation at the present time is 

1,146,255 or 1.4 percent of the total amount being spent for Exten- 
sion from State, county, and Federal sources. 

Mr. ANprersen. That certainly indicates that this is a cooperative 
effort. 


































Mr. Fereuson. That is right. 
Mr. ANnpersen. And, of course, that is what gives to Extension 
Service the good name which it enjoys throughout the Nation. 


USE OF EXTENSION FUNDS 





Mr. Horan. Mr. Schruben, referring to the chart following page 
362, which indicates the source of all funds allotted for cooperative 
Extension work, can you tell us how much of this $1,146,255 for 
administration was for use in your Washington office and what por- 
tion was allotted for use at the field level ? 

Mr. Scurusen. Mr. Horan, the cost of personnel in the Director’s 
office is estimated to be $62,015 for 1954 and another office which is 
in the proposed budget would entail a personnel cost of $50,020, 
part of which would be for administration to the extent that it 
represented the Director’s office. The balance would be for working 
with the States in program development. The entire amount of 
$1,146,255 is for the overall administration and coordination of the 
cooperative extension work in the field. 

Mr. Horan. The remaining million-odd dollars goes for what? 

Mr. Scurusen. The remaining money appropri: ated for the opera- 
tion of the Washington office or the Federal office goes for liaison 
work with the other agencies within the Department as it relates to 
Extension work and backstopping the work in the States and counties. 

Mr. Horan. By “liaison” you mean what ? 

Mr. Scurupen. For ex: umple, we have counterparts to some of the 
different bureaus and agencies within Government and it is their re- 
sponsibility primarily to work with the States in applying or making 
application of results of new research to educational programs. 
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Mr. Horan. Could you give the committee a specific example ? 

Mr. Scururnen. One specific example would be the area of apple 
marketing. There has been considerable research on the merchandis- 
ing of apples. A good deal of work has been done in your State; a 
good deal has been done in New York State. In this particular exam- 
ple we made a study to see what the effect was because, as you know, 
marketing is quite new and we are not always sure of our ground in 
the area of market education as we are in many of the areas of pro- 
duction. But in this particular case, a chainstore adopted the new 
practices in certain of their stores and in other comparable stores con- 
tinued their regular merchandising practices. They made a study to 
see what effect there was on merchandising or sale of apples. The new 
practices increased sales quantitatively 42 percent. 

Mr. Horan. How was that done? 

Mr. Scurusen. The educational work involved in this example of 
a marketing practice involved public meetings for producers, trade 
groups, store, and managers. It included the development of teaching 
materials, demonstrations on packaging, display, and merchandising. 
The technique developed to cut costs of merchandising and increase 
sales was to package in larger packages—10 pounds instead of 
pounds or less. 
Mr. Horan. By whom was this handled ? 
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Mr. Scurvusen. Extension staff at Cornell. The extension special 
ists in fruit and vegetable marketing. 

Mr. Horan. Did you make a grant to Cornell to do that from the 
Washington office ? 

Mr. Scurvusen. Not from the million referred to. 

Mr. Horan. Lam trying to find out what we did with the rest of this 
million dollars here from the Washington office. 

Mr. Scurupen. We have a fruit and vegetable marketing person 
who is a program leader working with all of the States on the prob 
lems of applying the results of research to the educational programs 
that take place in the States and he is our counterpart or our liaison 
with the research agencies and other service agencies of the Depart- 
ment and other agencies in Government who works with the State 
people in getting the results of research into educational programs 
that takes place out in the States. 

Mr. Horan. How much of the million dollars did you use for that 
Cornell project ? 

Mr. Scurusen. The only part that was used for that project was 
the proportion of this specialists’ salary and the proportion of his 
time, 

Mr. Horan. What do you call that program? Let me understand 
this. This $62,000 goes for administration. That is for personnel 
in Washington. 

Mr. Fereuson. That is right. 

Mr. Horan. They are employees in the Washington office and they 
do not move out. You have $50,000 here, part of which goes for pro- 
gram planning. I am trying to find out what we did with the rest 
of the million dollars. I assume it was well spent but you have not 
explained it as yet. How much went to the Cornell project that you 
mentioned ? 

Mr. Scurvusen. It is all spent on personnel employed here in the 
Washington office. 

Mr. Freravuson. These people work with the States. 

Mr. Wuereter. Let me say this: The funds you are talking about 
go for the support of the Federal Office of Extension. The two sums 
that Mr. Schruben mentioned earlier are for the housekeeping and 
planning functions in the Federal Office of Extension. The rest of 
it, what you referred to, the million dollars, goes for the staff of educa- 
tion specialists in the Federal Office of Extension headquartered in 
Washington who have the job of funneling the results of research and 
other programs of the Department out to the State extension services 
in a manner in which they can best use it. 


COORDINATING AND DISSEMINATING DEPARTMENTAL RESEARCH 


Mr. Horan. In funneling it out, how much help do you get from 
the Office of Information, from the information specialists who are 
in BAF, in the Bureau of Human Nutrition and Home Economics, 
in agricultural engineering, and others; practically every division 
has an information office. There is no use, of course, in carrying 
on research unless you get it out where it will do some good. 

Mr. Frrevson. I think that point, Mr. Horan, is very well taken. 
That is the function of these people. That is, they must maintain 
contact with the bureaus: BAKE, Plant Industry, BAT, and so forth. 
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They maintain a close working relationship; they know what is new; 
they know what is coming up. They are working with the people out 
in the States, the specialists and program people out there, alert- 
ing them to what is new. Let me give you a specific example of some- 
thing that has happened here just recently. Our extension entomolo- 
gist has been working with the States on a program of control of 
weevils and rodents in wheat, working very closely with Pure Food 
and Drug Administration here. He is very familiar, you see, with 
the problems that are involved in wheat sanitation. He takes the lead- 
ership and communicates with the entomologist and the other pro- 
gram people in the States, alerting them to what this problem is, what 
attitude the Food and Drug Administration is taking on it, what con- 
cern the Congress has for it, the attitude of the trade, and helps them 
develop educational programs to do a better job of control of insects 
and rodents in grain. 

Mr. Horan. The control of rodents is a responsibility of the Fish 
and Wild Life in Interior which I think is the wrong slot; I think it 
should be in Plant Quarantine. 

Mr. Ferauson. He works with the Fish and Wild Life people in 
that respect and he is really a coordinator of activities here at the 
Federal level and channels that out to the Extension people in the 
States who conduct educational programs based upon all sources of 
information available. 

Mr. Wueecer. There is one more point. You mentioned informa- 
tion. I think we might point out that the State extension people, 
county agents, and so on, are among the biggest consumers of informa- 
tion materials, publications of one kind or another that the research 
and other agencies in the Department put out, and part of the job of 
the Federal Extension Service is to stimulate the kind of publication 
that will be the most useful to the Extension Agent on the ground in 
his work of education, face to face with the farmer. 


EXPENDITURES FOR ADMINISTRATION AT STATE LEVEL 


Mr. Horan. How much is spent for administration at the State 
level? This is not your responsibility. I just want to know what 
your estimate is on that, percentagewise ? 

Mr. Scurusen. Last year it was 2.9 percent. 

Mr. Horan. Out of how much money ¢ 

Mr. Scurusen. That is out of $84 mijlion which is a total of Federal 
and State. 

Mr. Horan. Almost 3 percent for statewide administration over 
which this committee has no control. You estimate that 75.7 percent 
of all funds are spent for county agent work. 

Mr. Scurvupen. Yes; extension work with counties. 

Mr. Horan. And the remaining 24.3 would be for what type of 
work ? 

Mr. Scurusen. That would be for backstopping county agent work 
through State specialists, through administration, through publica- 
tions paid for by the State extension services, and four-tenths of 1 
percent set up as reserve; that accounts for 100 percent. I can give 
you those figures exactly. 

Mr. Horan. I would like to have them. 
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(The information requested follows :) 


Summary statement of allotments of cooperative extension funds in States an 
Territories, by sources and lines of work for 1952-58 (including research and 
marketing and farm housing funds) 





Fed- ’ 
eral Federal State and Per- | County and | Per- 1" Per 
Item . funds College chal ther f is sent rotal : 
per- unds funds cent otner funds cent cent 
cent 
Administration 3.0 | $971,856.71 /$1, 505, 933 z 4.9 \$2, 477, 790. 18 2.9 
Publications 1.2 381, 044. 94 2.7 ; 1, 185, 304. 31 1 
Specialists 20.3 | 6, 541,632.57 | 9, 940, 426 34 32.5 $116, 915. 00 0.5 |16, 598, 973. 91 19. ¢ 
County extension | 
work 75.4 )24, 281, 506.45 |18, 065,042.58 | 59.1 |21, 765,806.89 | 99.5 \64, 112, 445. 92 | 75.7 
Reserve 1 41, 283. 79 256, 498. 92 8 5, 000. 00 | | 302,782.71 | 4 





Total 100.0 |32, 217, 414. 46 |30, 572, 160. 68 |100.0 21, 887, 721. § 89 (100.0 184, 677, 297.03 | 100.0 
| | 


Mr. Wurrren. Mr. Ferguson, I understand your background is as a 
State director of extension. 

Mr. Frreuson. That is right. 

Mr. Wurirren. How long have you served in that capacity / 

Mr. Ferguson. Since 1949. 

Mr. Wuirren. One of your men, L. I. Jones, served as State direc- 
tor in my State for a long time. I am sure he is doing a good job 
for you as he did in my State. I think he served the longest period 
of time of any director we ever had. I think we made some of the 
greatest progress during that period. I am not going to let Carl 
Andersen and Fred Marshall get ahead of me. I was one of the first 
4—H boys to grow a hundred bushels of corn on an acre of land, but 
due toan error of measurement I had a little less than an acre on which 
I got 100 bushels, so I did not qualify for the prize acre. I am very 
much pleased at the approach that is made in extension work where 
there is cooperation between county governments, State governments, 
and the Federal Government. 

This committee has always supported the Extension Service. We 
added the last increment last year, and now you are provided with all 
the funds that the law allows. That is unusual in government, and 
yet I think everyone agrees that this money is well spent. 

However, there are some problems connected with your type of oper- 
ation which I want to discuss. 

RELATIONSHIP OF EXTENSION SERVICE TO LAND-GRANT COLLEGES AND THE 
DEPARTMENT OF AGRICULTURE 


First, I have lots of people ask why we don’t consolidate all the 
agricultural activities in one group in each county or State or on some 
regional basis. Most of those who advocate such a consolidation do 
not realize the relationship existing between the extension program 
and other bureaus of the Depar tment of Agriculture. 

Actually, you are an independent group set up separately, are you 
not, and operate by memorandum of agreement between the Depart- 
ment of Agric ‘ulture and the Extension Director or the land-grant col- 
lege / 

Mr. Fercuson. The memorandum is drawn between the Depart- 
ment and the land-grant college. 
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Mr. Wurrren. Do you see any way whereby we could resolve this 
problem of relationships without in turn putting extension under the 
Department of Agriculture ? 

lf you were to center all work under extension in each county or 
State, would it not necessarily follow that you would have to change 
the overall relationship between the Department of Agriculture and 
extension { 

Mr. Frereuson. I do not know. I have not given that a great deal 
of thought, Mr. Whitten. I would say the working relationship be- 
tween the Federal office and the States has been a very fine relation- 
ship. 

Mr. Wurrren. I know it has. I do not have reference particularly 
to the Federal Extension office and the State extension offices. What 
I have reference to is this: Would any administration put all the 
work of a department under a group which in turn was not under the 
department fread? Is there any way for the Department of Agri- 
culture to put its agricultural work at the county level under a group 
which it cannot control ¢ 

Mr. Frrevuson. I do not suppose we could do it under the existing 
plan. 

Mr. Wurrren. If you put everybody at the county level under exten- 
sion, would you not at the national level have to put extension under 
the Department ¢ 

Mr. Frereuson. I presume you would have to work out some ar- 
rangement. I really had not given that problem a great deal of 
thought. 

Mr. Wuirten. It is a major question frequently raised with me as 
to why we in Congress do not bring all this work together under one 
unit. People point out that you are the informational service, that 
the PMA helps with the cost of certain things, and that SCS helps 
with the technical planning, all of which is good. I have always said 
that the Congress was responsible for most of the duplication we 
have. Too frequently, when something needs to be done, we just pass 
a new law and set up another group to do it instead of directing some 
existing group to do it. But there is a distinct difference here with 
regard to extension and other work in the county levels, due to the 
separate organizational setup of the Extension Service. I think a good 
working arrangement exists when the local government helps hire, 
fire, and pay the county agents. I do not want extension under the 
Department of Agriculture. It might be all right under certain par- 
ticular circumstances, but by and large I do not think it would be a 
desirable policy. 

Mr. Lairp. The same question Mr. Whitten is now asking was asked 
me when I was home speaking before the junior Dairymen’s Asso- 
ciation in Wisconsin. The same question you are asking right now. 
They wanted to know why we do not do it. 

Mr. Wurrren. So few people realize that extension is not under the 
Department but is controlled by land-grant colleges. The relation- 
ship has been very cordial and they have had a common purpose, but 
nevertheless there is a question of administrative authority involved 
here. 

Mr. Frereuson. Up to the present time, that coordination, Mr. Whit- 
ten, has been pretty largely at the local level between the county agent 
and other folks in the extension staff, the PMA office, Soil Conservation 
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Service, Farmers’ Home Administration, and so forth. It has bee: 
handled quite largely through a committee composed of agency em- 
ployees. . 

Mr. Wurrren, I think that there has been substantial improvement 
during the last few years. I think perhaps this subcommittee may 
claim some credit for this. 

We had an investigation made several years ago which pointed out 
that many county agents criticized PMA and SCS, and people in 
SCS criticized the others, and PMA did likewise. 

Mr. Horan. Three have entered into the confusion we now have: 
Extension, Soil Conservation Service, and PMA. 

Mr. Wurrren. Perhaps each was telling the facts about the others. 
None of us can see our own failures quite as clearly as the other fel- 
low. But it did give usa basis for helping to bring about an improved 
relationship at the county level, during the past 3 or 4 years. You 
may not like the organizational setup, but insofar as results and co- 
operation are concerned, I think it has been muchly improved. 

Mr. Fereuson. I think anything that we can do—after all, the 
work is done out there in the counties. At the national and State level 
we give direction to it but the actual operation of a program of this 
kind, of course, must be out in the counties and anything that can be 
done to strengthen the coordination of those programs at the county 
level would certainly be desirable. 

Mr. Wurrren. There is a desire on the* part of many Extension 
people to have a bigger voice in the county operation; that is they 
want more voice than SCS and PMA in administration of activities. 
Does that really stem from a lack of cooperation, or does it come from 
a desire to have control over the expenditure of those funds in the 
county? When I say that, I do not mean it critically. It is quite 
natural that anybody in any field of work can see what he could do 
better if he just had more funds with which to do it. 

Is that not really the background of some of the feeling of many 
Extension people that they should have a bigger voice in these work 
programs? 

Mr. Fereuson. I rather doubt that there is a feeling that they want 
to control anything, Mr. Whitten. 

Mr. Wuirren. I think it is because they feel that they could get 
more work done. 

Mr. Fereuson. Extension people primarily, are educators, As edu- 
cators, they are concerned about the individual and his family and his 
farm. I would say where there are conflicts between groups that it 
develops out of personality conflicts, and a feeling if the thing was 
done in another way it could be a little better done. I do not believe 
that there is a feeling or a desire to control anything. 

Mr. Horan. If we talk about giving local autonomy, I have always 
had doubt about the local committee system being as strong as lots of 
folks think because of the desire by your local committee system to 
frequently approve practices and do other things which the folks 
who are going to do any way because it is popular—that is what 
people want todo. It is a weakness in that system. 

If, at the local level, the SCS and PMA activities were centered 
under the county agent, would you favor such an arrangement if 
it required a reorganization whereby the Extension Service was put 
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inder the direction of the Department of Agriculture as the various 
bureaus are‘ 

Mr. Frrevson. That is hard for me to answer because I have not 
thought that through, Mr. Whitten. 

Mr. AnperseN. I have always looked on Extension as an educa- 
tional service. I have never regarded it to be an operating program. 

I believe that the great strength of Extension through the last 40 
ears has been due to the fact that it has been a cooperative institution. 
It has appealed to the hearts of every farm family in America and has 
branched out in its influence into the small villages and even into the 
ities. I think it would be a very vital mistake if we ever changed that 
type of Extension Service. 

recall during World War II there was a lot of criticism in my 
ounty when due to the war effort certain jobs were given to Extension. 
They became for a while an operational institution. Farmer after 
farmer told me that Extension was beginning to forget the real job for 
which it was established. 

Mr. Marsnauz. I think one of the most glaring examples of that 
took place with Extension Service following World War I. When 
the Extension program almost went out of existence as far as county 
agricultural agents. were concerned because they became so tied 

up with action programs at that time that they were unable to shift 
their ground rapidly enough to assume the informational and educa- 
tional work which they formerly had been doing. It gave Extension 
Service quite a setback. 

Mr. Anpersen. You are surely right, Mr. Marshall. 

Mr. Wuirten. I would like to say that in my own area the county 
agent adds his knowledge and know-how to the efforts of SCS and 
PMA. He counsels, advises, and participates, and we have never 
had any problems even when we had a limitation on cotton acreage, 
we had no problem. All of our problems have existed in those few 
places where there was lack of cooperation. They are few and far 
between, I may say. 


SOURCE OF NONPUBLIC FUNDS 


Mr. Horan. I am intrigued by these nonpublic sources of funds 
within the State. Only one member of this subcommittee comes from 
a State which contributes nonpublic funds to extension work within 
the State. That is the State of Mississippi. What is the amount of 
this contribution ¢ 

Mr. Scurusen. $66,429.35. 

Mr. Larrp. We may have a similar procedure in Wisconsin under 
a bill now being considered by the State legislature. 

Mr. Horan. You did contribute to your university and other groups 
which were public funds? 

Mr. Latrp. We could not do it before except through the university. 

Mr. Horan. What is the nature of those? 

Mr. Marsuay. $40,000 was given in Minnesota in local, nonpublic 
sources. 

Mr. Fercuson. Local, nonpublic is farm-organization funds in most 


cases. 
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Mr. Wuirrten. I am fairly familiar with the situation in my State 
and numbers of counties. Cattle raising has become quite a 
business. Cattlemen have been willing to put up money to get someone 
to help with special problems as a result of hav ing gone into something 
new like that. Over the States you have different problems in dif- 
ferent areas. That is the situation in Mississippi so far as my informa- 
tion is concerned. 

Mr. Horan. I would like to know the nature of these nonpublic 
funds. Are those trade associations ? 

Mr. Fereuson. I would say that the largest contributor would be 
the Farm Bureau. 

Mr. Horan. They do that by what methods? 

Mr. Frrcvuson. Membership. 

Mr. Horan. They contribute part of their membership fee to the 
work of the Extension Service. 

Mr. Frereuson. That is right. 

Mr. Horan. The remainder comes from private grants! 

Mr. Fereuson. That is right. 

Mr. Scurusen. That comes from many sources. As Mr. Whitten 
mentioned, in Mississippi you have, for example, a program entailing 
$5,000 for work in Lee County. Those are contrihuted funds for that 
county. They have 16 separate private contributing organizations 
and in addition to that, $1,050 comes from the Farm Bureau, and 
Crystal Springs Chamber of Commerce puts up $2,500. 

Mr. Wurrren. I might say there have been several areas that want 
to do this, but Extension has been unable to expand to the extent that 
the local people are willing to contribute. This is one of the finest 
things I know of because, as someone said, in politics if a fellow will 
contribute a little to your campaign, he takes an interest and works 
harder. These people have taken an interest by aiding with finances. 
It has proven very good because it helps with the job. 

Mr. Frravson. I could give you some specific examples as to how | 
this works ina State. About 2 years ago, the Ohio Rural Electrifica 
tion Council which is made up of the suppliers of electric current, both 
cooperatives and independents, they all work together, came to the 
Extension Service and said, will you put on another man - do educa- 
tional work in rural electrification. We did not have funds. They 
asked, “Why don’t we raise the money? Can you accept it and use 
it?” The law permitted us to do that. So they assessed each of their 
associations I think it was 10 cents a meter. I have forgotten the 
exact figure. Out of that fund, then, they put into the Extension 
Service enough money that we could put on a specialist at the State 
level to do work in rural electrification. 

Mr. Horan. Administratively, is that a good source of funds? 

Mr. Frerevson. I would not want to see too much of it because it 
creates problems of continuity of work and accounting. But it is 
extremely interesting that groups of this kind do come to Extension 
and when they find ‘that we do not have the funds to do something, 
they say, they will he ‘Ip you. We had another example in Ohio last 
year of the farm organizations, some 12 or 14, asked us if we would 
put on a television program in the field of marketing and distribution 
in order to improve rural-urban relations. And we did that. In facet 
that program is still going on. Those are the kind of things that we 
are asked to do. 
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These funds, outside of the Farm Bureau funds which are member- 
ship funds, contributed on the basis in some cases of law, in other 
cases by agreement between Farm Bureau and Extension Service, 
re individual cases where some group has come to Extension and said, 
“Why don’t you do this?” or “Why don’t you put on this program,” 
f it looks like a good thing, Extension will agree to do it, if the 
noney can be raised. 

Mr. Horan. Then sponsoring a television program which can run 
nto money, that would be one source of these funds ¢ 

Mr. Ferevuson. That is the particular case in Ohio. 

Mr. Horan. Relative to private contributions and what the counties 
give in some instances, I notice in Illinois there is quite a divergence 
between private funds and what the county spends. What is thy 

mpact on the work of Extension Service ¢ 

Mr. Frrevson. Those are Farm Bureau funds in Lllinois. The 
ounty farm bureaus in Illinois have supplied practically all, you 
see, of the local funds that have been used by Extension at the county 
evel, and to a lesser degree in a few other States? What it mean: 
s that the county government is not appropriating very much in the 
State of Illinois but the farm bureaus through membership are sup- 
porting it. That is one reason why the change-over, Mr. Marshall, 
may be a little slow because you are going to have to get the county 
government informed about this thing and concerned about it and 
interested enough in it that they will assume the support which the 
farm organization has been giving to it. 


BASIS FOR APPORTIONING FUNDS TO STATES 


Mr. Lairp. Last year, I understand, was the first year that these 
aids were paid out on the basis of the new census and the new definition 
of rural population. ‘This, of course, meant an increase in most of 
these aids to my State, Wisconsin, by the new definition. Have there 
been many attempts to change that definition as long as it was not a 
legislative definition but was one merely arrived at by the Census 
Bureau ? 

Mr. Frereuson. You will recall that last year under the law these 
apportionments had to be made on the basis of change in farm and 
rural population as reported in the census. The change in farm popu- 
lation would have changed apportionments last year; but you recall 
Congress enacted a bill which froze apportionments at the 1952 level 
so that change was not made. 

Mr. Lairp. The change, then, was never made ? 

Mr. Frereuson. No. 

Mr. Lairp. When our budget was before the legislature in Wiscon- 
sin 2 years ago it was pointed ‘out by our State extension director that it 
would mean an increase in the amounts of money Wisconsin received. 
They never received those increases 

Mr. Scurunen. The Smith-Lever and Capper-Ketcham fundsewere 
changed because they were on rural population. The Bankhead-Jones 
funds, which is farm population, was the part of Extension funds 
last year that was excepted. That change did not take place because 
the final figures on farm population were not available yet in 1952 
so in 1953 it was the same as it had been in previous years. Last year 
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when the appropriations were completed, it was frozen for last year 
the same as it had been the previous years. 

Mr. Larrp. Under Bankhead-Jones or under all of them 

Mr. Scurusen. The separate funds, the Smith-Lever and Capper- 
Ketcham funds that ch inge had been made and that did give Wis 
consin an increase of $5,570. 


DEFINITION OF FARM-URBAN POPULATION 


Mr. Lairp. At the time the budget was up in Wisconsin it was 
reported that this would make a difference. Has it gone into effect ! 

Mr. Horan. Could we have a statement on how those rural or farm 
population formulas were determined ¢ 

Mr. Lairp. It would be fine to put that in. 

Mr. Wurrier. Pages 363 and 364 of the justifications show the 
basis upon which, as prescribed by law, the various funds are dis- 
tributed to the States, in which cases rural population, and in which 

cases farm population is the base. As Mr. Schruben has stated, the 
1950 census information on rural population was available for use 
in distributing the funds for the 1952 fiscal year and hence was so 
used as required by law. This applied to the ‘Smith-Lever and Cap- 
per-Ketcham funds. Farm population is the primary basis for dis- 
tribution of the other funds, the Bankhead-Jones funds. The 1950 
census data on farm population were not available in time for use in 
distributing funds for 1952 but were for 1953. However, by Public 
Law 460, 82d Congress, Congress directed that for 1953 the funds 
would be apportioned among the States on the same basis as in 1952. 
Public Law 460 applied only to 1953 and thus the 1950 census figures 
on farm population will in 1954 for the first time govern the distribu- 
tion among the States of the Bankhead-Jones funds. 

The 1950 census definitions of farm and rural population are sum- 
marized as follows: 

According to the new definition that was adopted for use in the 
1950 census, the urban population comprises all persons living in— 

(a) Places of 2,500 inhabitants or more incorporated as cities, 
eciatia and villages; 

(6) Incorporated towns of 2,500 inhabitants or more except in New 
England, New York, or Wisconsin where “towns” are simply minor 
civil divisions of counties; 

(c) The densely settled urban fringe, including both incorporated 
and unincorporated areas, around cities of 50,000 or more; 

(dZ) Unincorporated places of 2,500 inhabitants or more outside of 
any urban fringe. 

The remaining population is classified as rural. 


FARM POPULATION 


The farm population for 1950 as for 1940 and 1930 includes all per- 
sons living on farms without regard to occupation. In 1950 census 
ne living on what might have been considered farmland were 

assified as “nonfarm” if they paid cash rent for their homes and 

vars only. Some persons in institutions, summer camps, motels, and 
tourist camps were classified as farm residents in 1940 whereas in 
1950 all such persons were classified as “nonfarm.” 
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Mr. Anpersen. Mr. Ferguson, with reference to the total employ- 
nent for this service during the past 5 years, it would be well to insert 
page 365 in the record at this point. 

(The page referred to is as follows :) 


Extension field agents employed June 30, 1949, 1950, 1951, 


State supervisors 
Subject-matter specialists 


Full-time specialists 


iin alia 
rt-time specialists. 


lotal specialists 
lotal with headquarters at colleges 
yunty workers 
Agricultural agents 
Home demonstration agent 


soys’ and girls’ club agents! 
Negro extension agents 


rotal county workers 


otal 


Number of agricultural counties in the States, Hawaii, and Puerto Rico 3, 106 
Number of agricultural counties now having | or more agents 3, 056 


1 These are special 4-H Club workers. In the majority of States, Alaska, Hawaii, and Puerto Rico, 4-H 
Club work is conducted by county agents, county home demonstration agents, and assistants 


DIFFICULTIES IN OBTAINING QUALIFIED PERSONNEL 


Mr. AnvrrsEN. Relative to the employment problems, are you hay- 
ing difficulty in obtaining qualified county agents, home demonstra- 
tion agents, and such? 

Mr. Fercuson. I have been in that business for the last 4 years, 
Mr. Chairman, and it has been a difficult problem to get good person- 
nel in recent years. 

Mr. AnperseNn. This subcommitte was very much interested in that 
matter a few years ago and we were responsible on the floor of the 
House in fighting through amendments designed to give further salary 
increases to that already authorized. This resulted, 1 believe, in en- 
abling payment of higher salaries to qualified county agents and other 
field positions. 

Mr. Fereuson. Inflationary processes have gone on and we still 
have that problem. I would say one of the biggest difficulties we have, 
and I am speaking now from my experience as a State director, was 
to attract the best young people who are coming out of the agricul- 
tural colleges into extension and to keep them in after we had them. 
Of course, in the case of home agents, we have a very rapid change- 
over there but that is due in part to matrimony and I do not think 
that salary structure would cure all of that. But we have had a prob- 
lem in recruiting and maintaining good people. The present grouping 
of our staffs is shown on page 365. 

Mr. AnperseN. You have 4,866 county agents as of June 30, 1952. 
Just what is the wage scale of those particular people at this time? 
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Mr. Ferevuson. Mr. Schruben, do you have the average wages of 
county agents there? ; 

Mr. Scurusen. The average wage scale of the county extension 
agents in 1940 was $2,695. On September 1952, the average wage was 
$5,130. 

Mr. Anpersen. Will you give similar figures for home demonstra- 
tion agents? 

Mr. Scurusen. In 1940, it was $2,039. In 1952, it was $4,105. 

Mr. Anpversen. All right, sir? Will you continue, please, Mr. Fer- 
guson ? 

Mr. Fercuson. I would say that we have a problem in maintaining 
an adequate in-service training program for county and State people. 
The science of agriculture and home economics changes so rapidly that 
it is always a problem to keep your staff completely abreast of the 
changes, that are coming up, not only in the field of technology but 
also in the field of educational methods, development of programs, 
and the techniques of doing extension work. 

Mr. AnprerseN. When you were director in Ohio, and needed to 
find half a dozen new agricultural agents, just what steps did you 
take? Did you first consult your agricultural college in Ohio? 

Mr. Fercuson. We consulted first with the dean to see who the 
boys were who are going to be graduating within the next year. 
We also had a very fine working relationship with the people in 
vocational agriculture. We did employ in Ohio a good many voca- 
tional teachers in Extension. We had a very cordial relationship 
there with the vocational people. All of our people are college grad- 
uates either in agriculture or home economics. We work with the 
department chairmen in the colleges asking them to keep us alerted 
if they have good young men and women who are coming along, 
particularly those who are taking courses in Extension education so 
we get them spotted while they are still undergraduate students. 


PLANT-DISEASE SURVEY 


Mr. AnpersEN. On page 369 of your notes, you mention a plant- 
disease survey. How is that work carried out and what have been 
the results? 

Mr. Frercuson. That has been, I believe, a cooperative arrangement 
with the Bureau and Extension people in the States. Mr. Schruben, 
can you elaborate on that? Ihave not had a close, intimate, working 
relationship with that. 

Mr. Anversen. If you prefer, you can put the answer in the record 
at this point. 

Mr. Frrevson. I would like to do that, Mr. Chairman. 

(The information requested is as follows :) 


PLANT-DIsEASE SURVEY 


The Plant Disease Warning Service is conducted by the Division of Mycology 
and Disease Survey, Bureau of Plant Industry, Soils, and Agricultural Engineer- 
ing, with headquarters at Beltsville, Md. It is a joint undertaking between 
the Department and the State agricultural colleges and is conducted on a 
national basis. 
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PURPOSE 


Its object is to make observations on the occurrence of important plant dis- 
eases and to warn farmers of impending epidemics. Also, to keep watch for 
vew and destructive diseases which might be introduced as a means of biological 
warfare. The forecasting or warning service was started about 6 years ago. 
Che Extension-plant pathologist was instrumental in encouraging BPISAE to 
start the project and to help them set up the program, using the late blight 
of tomatoes and potatoes to start with. 


ORGANIZATION 

The organization was built around key plant pathologists in the States, many 
of whom are Extension specialists in plant pathology, and around the county 
agents. The key pathologists send reports to Beltsville, where they are sum- 
marized and every week the results mailed back to the States. 

The Extension pathologists use this information in connection with their news 
releases and Extension programs. Many of them relay the information regularly 
to county agents and others. 

RESULTS 

A 1952 survey indicates that 66 percent of the wheat, oats, barley, and rye 
acreage in Minnesota and North Dakota was sown with treated seed resulting 
in better stands and healthier crops. Timely warnings have enabled producers 
to apply protective sprays saving millions of dollars’ worth of crops such as 
tomato, potato, tobacco, cucumber, and melon crops. 


WORK DONE IN HOME MANAGEMENT AND FAMILY ECONOMICS 


Mr. ANDERSEN. Mr. Ferguson, what is being done in such fields as 
home management and family economics? 

Mr. Frercuson. That, of course, is the work of the home demonstra- 
tion clubs and unorganized groups of homemakers. Their work is 
divided into several areas of activity: human nutrition, involving food 
preparation, food preservation, planning of diets, child nutrition, the 
tield of home management, particularly home management as it relates 
to the farm income and the expenditure of that farm income, how it 
is to be used, what they plan to buy with it and how they can dis- 
tribute their income through the year in order to keep the family 
well clothed and properly nourished. Our people do a great deal of 
work with the 4-H Club girls and adults in clothing construction, 
the choice of materials, design, and all the things that go into making 
little girls pretty and happy. 


COOPERATION WITH BUREAU OF HUMAN NUTRITION AND HOME ECONOMICS 


Mr. AnpDersEN. How closely do you cooperate with the Bureau of 
Human Nutrition and Home Economics ¢ 

Mr. Frerauson. The Bureau of Nutrition and Home Economics here 
is one of our best sources of subject-matter material. 

Mr. AnperseNn. They are the primary research unit in this particular 
field, are they not ¢ 

Mr. Frereuson. That is right; they are at the Federal level. 

Mr. ANpeRsEN. Home demonstration is the educational end? 

Mr. Frereuson. That is right, sir. 

Mr. Anprersen. Why do some counties in the United States not 
have a home-demonstration agent ¢ 

Mr. Fereuson. Funds have not been available to fill all positions. 
We still have 472 counties which do not have demonstration agents at 
the last count. 
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Mr. Anpersen. You had only 3,285 such agents as of June 30, 1952 
On the other hand, the agricultural agents have a fairly complete 
coverage; do they not / 

Mr. Frereuson. That is right. I think we have agricultural agents 
now in practically every agricultural county. 

Mr. AnperseN. What steps do you propose to take to urge the place- 
ment of home-demonstration agents in these counties which 2 not 
have them, Mr. Ferguson ? 

Mr. Frereuson. The biggest help we could have on that would be 
some additional funds to place some of these girls. Counties, I think, 
can be encouraged to further increase their appropriations to put 
some home-demonstration agents on. I know the folks in the States 
are particularly anxious to get home agents in all these counties. 


TRANSFERS AND REIMBURSEMENTS 


Mr. AnperseN. Will you describe the various activities financed 
from transfers and reimbursements / 

Mr. Wueeter. The table on page 384 in the notes shows additional 
funds available to the Extension Service. That table lists the alloca- 
tion to the Extension Service from the Agricultural Marketing Act, 
from the appropriation for State and private forestry cooperation and 
miscellaneous smaller amounts for services requested by other agencies 
to be performed by the Extension Service. 

Mr. Anpersen. The one large amount is under the heading of Agri- 
cultural Marketing Act and comprises allotments to States for market- 
ing-service activities. Tell us a little more specifically what do you 
do there ? 


EXTENSION MARKETING WORK 


Mr. Scurusen. The Agricultural Marketing Act (title IL) places 
responsibility wpon the Cooperative Extension Service for doing the 
marketing educational work authorized in title Il, Funds are allotted 
io the State extension services on the basis of approved individual 
projects setting forth the need and objective of the work to be done 
and a plan for carrying it out. 

Projects are developed with the aid of the local people as a program 
to meet some of their most urgent needs. Funds allotted to the State 
extension services under this act are matched dollar for dollar with 
State funds. The procedure provides for distinguishing between new 
work financed by Agricultural Marketing Act funds and regular work 
financed with funds directly appropriated for cooperative extension 
work. 

These AMA educational programs are conducted with producers, 
processors, handlers, and consumers. They undertake to bring about 
greater efficiency in marketing through the adoption of improved mar- 
keting practices, adequate and efficient facilities, and better under- 
standing of marketing processes and types and costs of services 
performed. 

At present, 43 States and 2 Territories are « ‘onducting 128 line proj- 
ects. This year’s decrease in funds made necessary a decrease of eight 
projects below the number in 1952. Of the total number of projects, 
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102 deal with better marketing methods and practices and the intro- 
duction of improvements in marketing facilities and equipment. ‘These 
ure divided among commodities as follows: 


Fruits and vegetables__......_._... 24] Grain _- 
Dairy - Boe . 12)! Cotton 


Livestock and wool. ; ; 20 | Forest products- 
Poultry and eggs___-_-- 23} Miscellaneous 

Of the remaining 26 projects, 18 are devoted to consumer education 
and 8 to the interpretation and use of marketing information. 

Regional commodity marketing projects are now in operation for 
wheat in the hard-red-winter-wheat area, poultry and eggs in the 
North Central States, and livestock and wool in the Rocky Moun- 
tain and Pacific Coast States. Regional consumer-education projects 
are located at New York City, Boston, Wheeling, and Kansas City, 
and a regional retailer education program is located in New England. 

With more marketing-research results and the people’s growing 
demand for better methods and practices in marketing and distribu- 
tion, the need for providing educational assistance is growing. AMA 
funds have made it possible for the Extension Service to increase its 
marketing educational efforts to the extent of meeting a few of the 
more urgent demands and needs for educational work in recent years. 
The States are gradually building up funds and expanding their mar- 
keting educational programs. Their present needs far exceed present 
AMA allotments. 

Extension is making progress toward its part in the goal of title I] 
to make research, service, and education in marketing comparable to 
what has been achieved in production, but much remains to be done. 

The magnitude of the task in marketing education is suggested by 
the large numbers of people to be reached—over 5 million producers, 
around 2 million handlers in the channels of trade, and about 44 mil- 
lion families comprising more than 160 million consumers, 


PARTICIPATION BY EXTENSION SERVICE IN VOCATIONAL EDUCATION 


Mr. Horan. I would like to have inserted in the record something 
on the relationship of Extension Service to vocational education and 
other fields of education other than county agents, home demonstra- 
tors, Negro Extension agents, or boys and girls club leaders, 

(The information requested is as follows :) 


RELATIONSHIP OF COOPERATIVE EXTENSION WorK TO OTHER EDUCATIONAL WorK 


Cooperative extension work is informal, out-of-school educational work con- 
ducted on a continuing basis with all age groups, in accordance with indicated 
interests and needs. It differs from formal educational work conducted in the 
schools and colleges in that it is not conducted on a formalized classroom basis 
and deals with specific problems on an applied basis. Educational work in 
vocational agriculture and home economics, on the other hand, is, in the main, 
a program of organized, systematic instruction operating throughout the 4-year 
high-school curriculum. Pupils enrolled in such course work carry on a program 
of supervised farm and home practices on their farms or in their homes as a part 
of this formal curriculum, under the supervision of their vocational teachers. 
In addition, a program of organized, systematic instruction in short unit, 
intensive courses is provided for adults and older youth by vocational teachers 
and with respect to particular areas of subject matter. 

These two types of educational work are complementary and not duplicative. 
In the main, operating relationships between the extension agents and vocational 
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teachers are harmonious and are characterized by close cooperation in planning 
and conducting program activities to which each can effectively contribute. 
Extension work is closely allied with the formal educational work carried on 
in the colleges, particularly with respect to the agriculture and home economics 
eurricula. Both extension work and the teaching work of the land-grant 
colleges and universities are under the same overall administration in each 
State. Most of the subject matter provided in these curricula has application 
to day-to-day problems on the farms and in the homes. Extension agents use 
different methods in getting the fundamental principles taught in the colleges 
applied by farm families to their daily problems. The colleges, on the other 
hand, conduct their teaching werk on a more intensive systematic unit basis 
with a much smaller group. However, they provide through this process the 
trained personnel from which extension recruits its trained workers. Extension 
therefore provides the means whereby the educational facilities of the colleges 
can be made available to all the people in accordance with their specific needs. 


SALARIES AND EXPENSES 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimats 


Appropriation or estimate $908, 000 | $899, 428 $1, 030, 000 
Reimbursements from non-Federal sources | 100 100 
Reimbursements from other accounts 17, 638 8, 259 


907, 787 | 1, 030, 100 


Total available for obligation ‘ 925, 638 
Unobligated balance, estimated savings —16, 510 


Obligations incurred 909, 128 907, 787 1, 030, 100 


Norte.— Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
(40 U. 8. C. 481 (e)). 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


1. General administration and business service_... $210, 308 $192, 247 $272, 207 
2. Review and analysis of State budgets, projects, and plans, | 
and examination of State expenditures from Federal pay- 
ments 38, 549 44, 729 44, 729 
Planning and coordination of State and county extension 
work 55, 685 165, 994 216, 606 
Development of technical subject matter for use by State 
extension forces * 50, 471 151, 383 151, 383 
Field studies of extension work and the training of exten- } 
sion workers 98, 435 98, 702 98, 702 
Preparation and distribution of visual material and ex- 
tension literature to Department and State extension | 
forces i , 316 153, 436 153, 436 
Program development and coordination of extension agri- 
cultural economics 7, 726 92, 937 92, 937 
Obligations under reimbursements from non-Federal 
sources “ . 100 100 


Total direct obligations _~ - , 49 899, 528 1, 030, 100 


Obligations Payable Out of Reimbursements From 
Other Accounts 


. General administration and business service_...-_-- . 7 8, 259 





Obligations incurred - - .. dis hbtohblsn diband , 1% 907, 787 | 1, 030, 100 
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Obligations by objects 


| 
Object classification | 1952 actual | 1953 estimate | 1954 estimate 


Summary of Personal Services 


tal number or permanent positions 
ill-time equivalent of all other positions 
Average number of all employees 143 
4 verage salaries and grades, general schedule grades 
Average salary 


$5, 994 
A verage grade 


GS-8.6 


ersonal service obligations 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 2. 860 


Payments to other agencies for reimbursable details i, | 4, 500 


$845, 892 


rotal personal service obligations. - 853, 4 


nO 


Direct Obligations 

Personal services 853, 252 
Travel 9, ¢ 69, 050 
Transportation of things , 3% 25, 000 
Communication services 12, 000 
Rents and utility services 500 
Printing and reproduction 50, 600 
Other contractual services 4,150 

Services performed by other agencies 3, 000 
Supplies and materials 6, 548 
Equipment 5, 800 
Taxes and assessments 200 


Potal direct obligations 1, 030, 100 


Obligation Payable Out of Reimbursements From Other Accounts 


Personal services 
2 Travel . 
06 Printing and reproduction 
Other contractual services 


Total obligations payable out of reimbursements from 
other accounts 


Obligations incurred 1, 030, 100 


Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estimate 


Unliquidated obligations, start of year $89, 936 $86, 459 $87, O87 
Adjustment in obligations of prior years 2, 121 
Obligations incurred during the year 909, 128 907, 787 1, 030, 100 


, 001, 185 994, 246 1, 117, 187 
Deduct: 


Reimbursable obligations 17 &, 359 100 
Unliquidated obligations, end of year -- 86 87, O87 99, 387 


Total expenditures... = 897 898, 800 1, 017, 700 


Expenditures are distributed as follows 
Out of current authorizations - -. 807 814, 800 933, 000 
Out of prior authorizations-_. j 89, 84, 000 84, 700 


Mr. Anpersen. Gentlemen, we come to “Salaries and expenses, Ex- 


tension Service.” We will insert pages 375, 379 through 381 at this 
point in the record. 
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(The pages referred to are as follows :) 


Salaries and expenses 


Appropriation act, 1953 
Reductions pursuant to 
Sec. 411_- — ee 
Sec. 412 ‘ a pcdeety 


bi niente title ina a, Lee 
bite liy late $34 
icine cing cde ete Soe 5, 538 


oon | ea Bo 


Adjusted appropriation, 1953, and base for 1954 7 ... 800, 428 

TEINS, OURIIIEE, Bie Oncetetnettetnsttinitiss axcincesicce doe aokicbkihie, Lea 
Increase (to strengthen essential national leadership and par- 
ticipation by the Department in the nationwide cooperative 

extension program ) Sasetaneraasia teks sey Se _._.. +130, 572 


Project statement 


Project 1952 {1952 (esti —e 1954 (esti- 
mated) decrease mated) 
1. General administration and business service 
National leadership and direction of extension program $57, 150 $44, 682 +$74, 388 $119, 070 
Business services 153,158 | 147, 565 5, 572 153, 137 
2. Review and analysis of State budgets, projects, and plans, 
and examination of State expenditures trom Federal pay- 
ments BS, 540 44, 729 44,729 
Planning and coordination of State and county extension 
work 155, 685 165, 994 | +50,612 | 216, 606 
4. Development of technical subject matter for use by State 
extension forces 150, 471 151, 383 | 151, 383 
5. Field studies of extension work, and the training of extension 
workers 98, 435 @&, 702 98, 702 
6. Preparation and distribution of visual material and extension 
literature to Department and State extension forces 150, 31¢ 158, 436 | 153, 436 
7. Program development and coordination of extension agricul- | 
tural economics 87, 726 92, 937 92, 937 
Unobligated balance 16, 510 
rotal available or estimate 908, 000 899, 428 |+130, 572 | 1, 030, 000 
Reductions pursuant to | 
Sec. 411 +34 
See. 412 +5, 538 
Total appropriation or estimate ; .| 908, 000 905. 000 


STATUS OF PROGRAM 


1. General: The Federal Extension Service represents the Department in the 
administration, through the State agricultural colleges, of the Nation-wide sys- 
tem of cooperative extension work and is responsible for providing leadership 
in the formulation of extension policy, programs, and procedures in the States. 
It is responsible for handling relationships among the States and Territorial 
extension services and the various agencies of the Department of Agriculture for 
which Extension serves as the educational outlet. It administers the various 
acts of Congress relating to extension work; analyzes budgets, programs, and 
plans of work; inspects the accounts of the various State and Territorial ex- 
tension services; performs general supervision of the work of the field staff 
which centers in and clears through the Federal Extension Service; channels to 
State subject-matter specialists, and through them to the county workers, the 
results of research of the Department and other agencies; conducts field studies 
and personnel training activities to make extension work more effective; dis- 
seminates educational material to the 12,600 technical extension workers to keep 
them informed of major shifts in agricultural needs, policies and programs, re- 
search results, outlook, and other information they can use to help farmers 
attrin needed production in spite of labor and material shortages. 

2. Planning, coordination, and leadership: Federal extension leaders give 
counsel, training, and guidance to State and county extension workers in develop- 
Ing and directing programs based on agricultural and homemaking problems 
recognized by local people. Thousands of local voluntary leaders are necessary 
to insure maximum effectiveness of extension programs, and assistance is given 
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the States in developing training programs for these local leaders. Through in- 
trastate counseling, conferences, workshops, and other means, State administra- 
tors of extension work were given advice and suggestions on budgets, programs, 
personnel, and public relations. A successful administrative workshop for 20 
extension directors was held during the past year. Every angle of extension ad 
ministration was studied and discussed, and a number of problems resolved 

About 200 outstanding older 4-H members, both boys and girls, from all the 
States and 2 Territories attended the 22d National 4-H Club camp. A national 
training conference for State 4—H Club leaders was held in conjunction with the 
camp. A regional 4-H Club camp for Negro boys and girls was held with excel 
lent results. 

3. Technical subject matter in agricu'ture is developed by a staff of 13 subject 
matter specialists in agriculture and home economics who are responsible for 
providing essential technical material and so organizing it that it can be used 
effectively by State extension workers. Subjects covered are animal husbandry, 
poultry, meat technology, agronomy, forestry, soil conservation, dairying, horti- 
culture, entomology, plant pathology, agricultural engineering, cotton ginning, 
and rural electrification. These specialists work through and with 1,250 State 
subject-matter specialists in conducting educational activities. They not only 
carry information from the Department to the States but also bring back from 
the States to the Department suggestions for dealing with problems that arise and 
for additional information and research needed. They participate in State, 
regional, or national technical or training meetings or conferences; they cooper- 
ate with industry in conducting broad national programs in cooperation with 
other divisions and agencies and prepare bulletins and releases, materials for 
use in slide films and other visual aids, and take part in radio and television 
programs. 

4. Federal home economics specialists in food and nutrition, clothing, parent 
and family-life education, home management, and family economics gave 
guidance and leadership to the 3800 specialists employed by State extension 
services. Assistance was given these specialists in developing programs and by 
supplying information to help solve problems relating to situations such as the 
inadequacy of diets, better nutrition for the preschool child; the use of new man 
made fibers that are being combined with silk, wool, cotton, and linen; the 
selection, care, and repair of clothing; guidance needed in family relations as a 
result of mental tensions being caused by current national and international 
affairs; the relation of savings, credit, buying practices, home production, taxes, 
hoarding, planning, and recordkeeping to individual and national financial 
security ; the simplilication of housework to release time for farmwork; the lack 
of bathrooms and running water in the majority of farm homes; and the 
assistance with house planning and remodeling, installation and choice of 
utilities. 

5. Improving extension through field studies and personnel training: The 
State extension services are assisted in the evaluation of extension work and in 
the training of extension personnel through study of the effectiveness of exten 
sion programs, procedures, administration, supervision, and teaching methods; 
and through planning and conducting a variety of personnel training activities. 
The raising of standards of teaching, improving administration and supervision, 
increasing efficiency of operations, and pushing total accomplishments higher and 
higher are brought about graduaily and are cumulative. The potentialities of 
sustained effort along these lines are almost limitless. 

The extension studies which are promoted in the various States and carried 
on directly by Federal staff members in cooperation with State workers may be 
grouped logically as follows: 


1. Administration organization and management. 

2. Program planning procedures—agricultural, home demonstration, and 4-H. 

3. Organization of rural people for extension teaching, including the develop- 
ment of lay leaders. 

Effectiveness and extent of participation in agricultural, home demonstration, 
and 4-H programs. 

Teaching methods and activities, including radio, press, meetings, demon- 
strations, visits, calls, ete. 

Personal training needs and procedures. 

Cultural factors and social patterns which influence and help to explain the 
reactions of rural people to extension programs and teaching activities 
(considered in relation to each problem study). 

80505—53—pt. 3——10 
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During the year 15 studies were completed and 11 were under way at the end 
of the year. Personnel in 22 States were assisted directly with studies and 
other evaluation activities. Summer schools were also held to give advanced 
training to extension workers. 

6. Extension information: The information specialsts in the Federal office 
take the lead in developing and improving information programs, in training 
State and county workers in use of news, radio, publications, visual aids, and 
other mass educational outlets, and in supplying educational material and 
teaching aids from the Department for local extension use. 

Extension workers are kept informed of better information methods, and 
effective ideas are exchanged. Cooperators in other agencies are helped to 
understand various programs through the Extension Service Review, monthly 
extension house organ, and through other means. 

7. Agricultural economics and rural life programs: Extension economists pro- 
vide leadership for the development of educational programs in the field of 
marketing, agricultural economics, rural health, and community improvement. 
Improving the field work of State and county extension workers by training in 
better methods and interpretation of research results is the primary Objective, 

During the past year educational efforts were intensified on farm planning, 
interpretation of economic information, labor utilization, and economic affairs 
at four conferences of State economists under the guidance of extension econo- 
mists. At four other conferences they were directed in the preparation of 
regional farmers’ bulletins relative to income-tax requirements. 

Additional training for more effective educational work in marketing was 
provided for 138 State marketing specialists at workshops in the northeast. 
north central, and southern regions. 


ADDITIONAL PERSONNEL PROPOSED APPLICABLE TO REQUESTED INCREASES 


Mr. Anpersen. I notice you are requesting an increase of $130,572. 
How many additional people do you propose to put on with that 
money ¢ 

Mr. Frrevson. Those are the people listed here, Mr. Chairman. 
There would be four people to represent the Director’s office directly 
with the presidents and deans and directors of extension in the States. 

Mr. Anpersen. The four of them would not take the $130,000? 

Mr. Ferauson. There is an assistant director in charge of programs, 
something that we have needed very badly here at the Federal level. 
A head for the agricultural unit, 1 for the 4H Club unit, and 1 for 
home economics, and 1 Negro leader. Up to this time, we have had 
two people out in the field directing Negro work and we believe it 
would be wise to put a person on the staff here to do that. That, 
along with the secretarial help necessary and the travel which would 
be necessary for these people would make up the item of $130,000. 

Mr. Anpersen, Will you place in the record at this point further 
detailed information showing the grades and duties proposed for these 
people / 

(The information requested is as follows:) 


NEED TO STRENGTHEN THE FEDERAL OFFICE 


The plan to develop the work of the Federal Extension Service is in line with 
the recommendation of the committee of State directors who met on February 2 
of this year and the recommendation of the Extension Committee on Organiza- 
tion and Policy at the request of the executive committee of the land-grant 
college association in 1949. It would not accomplish all that was asked but it 
would meet with the major requests for help. 

The following are urgently needed: 

1. Four experienced and highly capable field representatives in grade GS—15 
to: 

(a) Represent the Director of Extension in work with the presidents, deans, 
and directors of extension in the land-grant colleges on matters of administra- 
tion, organization, policy and programs, 
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(b) Maintain close effective working relationships between the Extension 
Service and the agencies of the Department of Agriculture. 

(c) Maintain relationships with other agencies of Government whose opera- 
tions are of direct significance to farm people. 

These people would of necessity be of such caliber and experience that they 
ean work effectively with land-grant college administrators. On their work 
would depend the strengthening of working relations between the Department 
of Agriculture and the land-grant institutions. They would have to be recog 
nized for their competence and leadership in education. Familiarity with the 
policies and problems of the colleges in developing effective organization and 
programs would be necessary. 

The appointment of such persons would meet a ‘ong-felt need and repeated 
request of State extension directors. 

2. One assistant to the Director, GS-13, to aid the Director's office and to 
represent it when necessary in interagency planning and program development 
conferences and to handle general administrative problems as assigned by the 
Director. 

3. One Assistant Director, GS-15, to be in charge of all program divisions, to 
guide and coordinate programs from the planning stage through operation, evalu 
ation, and adjustment. 

Such a person is very urgently needed in order to give direction, guidance, and 
integration to all programs of the Federal oftice which in turn would stimulate 
and give direction to State and county programs. The work would assist in 
developing teaching methods and in professional improvement of county and 
State staff members which is strongly needed. 

4. Three leaders, under the Assistant Director for Programs; one to be in 
charge of each major phase of program activities as follows in GS-14: (a) Gen- 
eral agriculture, (6) 4-H Club, (c) home economics. It would be the responsi- 
bility of these leaders to develop programs within their fields of special interest. 
They would have direct supervision of a staff of well-qualified people who would 
assist them to maintain working relations between the research bureaus and 
operating agencies of the Department on the one hand and the State and 
county staffs on the other in the application of research findings to educational 
programs in the States and counties. 

5. One Negro leader, GS-13: There is a definite need to add to the Federal 
staff a strong leader who would have the responsibility of developing the work 
of 837 State and county Negro agents employed in 16 States. 

The addition of the leadership described in these positions is vitally important 
to the proper organization and functioning of the Federal Service. It would 
greatly strengthen the program and would relieve the technical staff now em- 
ployed to function more productively in the field of developing effective educa- 
tioinal aids, materials, and methods, and in servicing the States in these areas. 

Financial analysis: Distribution of the increase is estimated as follows: 


Proposed in- 
Man-years crease for 
1954 


Persona! services: 

Permanent positions: | 

1 Assistant Director, 1 assistant to the Director, 4 field representa- | 
tives, 4 leaders and 7 secretaries . } $105, 500 
Travel - 12, 000 
Communication services : 2, 000 
Printing and reproduction 4, 600 
Other contractual services 800 
Supplies and materials 1, 472 
Equipment.... ' ‘ 4, 200 


Total_.- tad ; aaa ‘ 4 130, 572 


USE OF SECTION 23 OF BANKHEAD-JONES ACT FUNDS 


Mr. Anpersen. What use do you make of administrative funds 
transferred from section 23, title II, of the Bankhead-Jones Act? 
Mr. Fercuson. Maybe Mr. Wheeler can advise more accurately on 
this. 
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Mr. Wueeter. Two percent of the Bankhead-Jones funds under 
section 23 are made available by the basic law for the expenses of the 
Federal Extension Service. Actually, that amount is used as a part 
of the total available for the salaries and expenses of the Federal 
Extension Service. 

Mr. Anpersen. How much does it amount to? 

Mr. WHEELER. $250,000. 

Mr. ANDERSEN. That has reference to the $12,500,000 fund? 

Mr. WHEELER. Yes, sit 

Mr. Anpersen. That is used the same as any other funds in con- 
nection with the Service, is that it? 

Mr. Wueevter. When additional payments to States were made 
available under that section of the Bankhead-Jones Act, instead of 
increasing salaries and expenses, a percentage of those new funds were 
made available to add to the administrative staff at the national level 
to help administer the larger program. 





















INFORMATION AND BUSINESS ADMINISTRATION PERSONNEL 





Mr. Anpersen. Now, you have 27 people in the Division of Exten- 
sion Information and 48 people in the Division of Business Adminis- 
tration. I would want you to insert here a statement showing the 
grades of these positions and what they do. 

(The information requested is as follows :) 








DIVISION OF EXTENSION INFORMATION 










This Division provides training for Federal, State, and county extension 
workers in the use of visual aids, the radio, television, use of the rural press as 
an aid in extension teaching, and other ways of reaching the intended public 
through these indirect but very effective means. It also provides technical help 
and training with the preparation of effective extension bulletins, leafiets, and 
other teaching aids, and in the use of art work for more effective teaching. It 
manages the Federal Extension publications program, provides editorial assist- 
ance to the entire Federal Extension staff, maintains effective liaison with the 
National radio and television companies and provides them with appropriate 
technical materials of value to rural people which can be incorporated in their 
programs. It maintains similar service for farm magazines and through such 
service helps to insure that these publications effectively supplement the work 
of the Cooperative Extension Service. This Division also maintains close work- 
ing relationships with the Office of Information of the Department and with 
agencies of the Department to insure that all policy and program information of 
importance for use in local extension programs are relayed promptly to the 
appropriate extension workers. It also has the responsibility of handling all 
the requests from State and county extension workers for departmental bulletins 
and other publications of value to extension workers. 

















Position 








Grade Number 















Chief, Division of Extension Information 












GS-14... 1 
Assistant Chief, Division of Extension Information .-| GS-13_. 1 
Extension information specialist GS8-12..... 1 
Extension radio information specialist GS-12 1 
Extension specialist in visual instruction GS-12 l 
Administrative officer | GS-11_. 1 
Extension specialist in visual information | GS-11 | 1 
Information specialist GS-11 2 
Extension information specialist , Gs-9 3 
Extension visual information specialist . i 7 aGs-9 } l 
Editor GS-8 1 
Visual instruction specialist GS-7 1 
Clerks and stenographers, grades GS-3 through GS-¢_. 2 
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DIVISION OF BUSINESS ADMINISTRATION 


This Division is responsible for all personnel, fiscal and budgetary, procure- 
ment, mail, and records work of the Service. It is responsible for recommend- 
ing all allocations of funds to States; interpreting Federal regulations as to the 
ise of Federal and offset funds; post auditing such use; training State 
employees who perform administrative management functions on policies, meth- 
ods, laws, regulations, and procedures in fiscal, budget, personnel, and office 
management; maintaining personnel records for the approximately 12,600 co- 
operative extension employees; maintaining project agreements and plans of 
work submitted by the States on a current basis; handling all operating pro- 
cedures of the Federal Extension Service. 


Position Grade Number 


. Division of Business Administration 
iministrative analyst 
Budget officer 
Administrative assistant 
Budget assistant 
Administrative assistant 
Clerks and stenographers 
Grades GS-2 through GS-4 
Grades CPC-2 through CPC-3._.. 


UPGRADING 


Mr. Anpersen. Your green sheets indicate some upgrading in 1953 
as follows: Under the item “Payment to States” you have promoted 
4 people from grade 12 to grade 13. Under the item “Salaries and 
expenses” we find that you have 1 additional person in grade 15, 1 
additional in grade i4, and 13 additional in grade 13. These are 
balanced in part by the fact that you have 16 less in grade 12. 


All noua Government we have had difficulty through the years 
in trying to hold down this upgrading. We have found that there 
seems to be a tendency, whether some bureau or division chiefs realize 
it or not, to increase Government expenses through unwarranted grade 
increases. Unless we watch ourselves, we wind up with a top-heavy 
organization, with too many captains and majors and not enough peo- 
ple to do the work. I am calling that to your attention so that you 
can bé very careful in that matter. Do you care to place a reply in 
the record ? 

Mr. Frercuson. We will do that. 

(The reply referred to follows :) 


Prior to 1952, the Federal Extension Service did not have an established 
procedure whereby position descriptions were reviewed annually to insure that 
all descriptions were accurate. Such a procedure was established in 1952 in 
compliance with section 1310 (d) of the Whitten amendment. In the process 
of reviewing position descriptions we found several descriptions that did not 
include significant duties and responsibilities that had been assigned to employees 
over a period of several years. In all cases where position descriptions were 
found to be inaccurate, revised descriptions were prepared and submitted to 
the USDA Office of Personnel for review and approval. In a number of instances 
the Office of Personnel found that positions were undergraded in the light of 
Civil Service Commission standards. The higher grades reported are the result 
of classification action taken on revised position descriptions. 

Even taking into account these classification adjustments, and the mandatory 
within-grade promotions, the change in average salary under this appropriation 
for the Federal Extension Service is relatively small, as follows: 

Fiscal year: Average salary 
$5, 586 
5, 790 
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USE OF MOTION-PICTURE FILMS 


Mr. Anpersen. What do you do in your organization in connec- 
tion with films at motion pictures, Mr. Ferguson / 

Mr. Fercvson. We have a small unit which works in the field of 
educational aids. We are not in the business of making motion pic- 
tures. We are in the business of helping the State develop educa- 
tional aids in photography, illustrations, and that sort of thing to 
help speed up their general extension program and their teaching. 
Our operations in that particular field are consultant; they are ad- 
visory. We do send people out when a State has a problem in getting 
their educational aids program set up. We have a few people that 
we can send out to help them do that. We also have a few people who 
work with the State specialists and county agents in groups at con- 
ferences, in meetings when they are taking up this matter of improved 
teaching methods. We have a small group of people who go out and 
help them improve their methods. We do not produce pictures as such, 
Mr. Chairman, except a few stills, but we are not in the business of 
producing pictures for general use. 


USE OF BUSINESS MACHINES 


Mr. Anpersen. How many IBM machines do you use in your 
division ? 

Mr. Scurusen. We pay rent on one card punch machine at the 
rate of $237.60 a year. We pay rent on one verifier at the rate of 
$85.80 a year. That constitutes our rental of business machines of 
all kinds. 


EMPLOYMENT OF ECONOMISTS 


Mr. AnpersEN. I believe you have 14 economists, so-called, in your 
organization. I wish you would place in the record at this point a state- 
ment as to their grades and what their duties are. 

(The information requested is as follows :) 


. 


STATEMENT OF ECONOMISTS 


Although the words “economics” or “economist” appears in the classification 
designation of 14 employees of the Extension Service they are not economists in 
the sense of being associated directly with policy determined. 

Seven of these people are extension workers dealing with problems of the 
home and girls club work, such as home management, nutrition, home food 
production and preservation, extension methods, program building, and similar 
activities as integral parts of extension work. They serve as liaison with the 
Bureau of Human Nutrition and Home Economics and other agencies of Govern- 
ment in assisting State and county home economics workers incorporate the 
results of research into educational programs, in planning more effective exten- 
sion programs, developing and testing new extension methods and procedures, 
and training State and county extension workers. Six of these are grade GS-13 
and one grade GS-12. 

Seven of these people are extension workers dealing with problems of market- 
ing, farm management, and agricultural economics as it relates to the business 
of farming such as livestock, dairy and poultry marketing, fruit and vegetable 
marketing, consumer education, agricultural outlook, farm management, agricul- 
tural cooperation, extension methods, program building and regular activities as 
integral parts of extension work. Their duties include liaison with the various 

research bureaus of the Department, helping State extension workers in the 
various fields of marketing, farm management, and economics work with in- 
ecorporating the latest results of research into State and county educational 
programs, assisting State extension workers with planning more effective ex- 
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tension programs, developing and testing new teaching methods of procedure, 
and training State and county extension workers. Five of these workers are 
grade GS-13 and two grade GS-12. 

None of these economists do basic research or special service work. None 
are engaged in directly servicing the administration in policy formulation. 


LEGAL AUTHORITY 


Mr. ANpeERsEN. I also wish you would place in the record at this 
point your basic legal authority in each particular phase of your work 
and indicate whether each is mandatory or permissive. 

(The information requested is as follows :) 


Basic LEGAL AUTHORITY 

The basic legal authority is the Smith-Lever Act of May 8, 1914 (7 U. S. C. 
341-348), which provides for agricultural extension work, and states that such 
work “shall consist of giving of instruction and practical demonstrations in 
agriculture and home economics to persons not attending or resident in said 
colleges in the several communities, and imparting to such persons information 
on said subjects through field demonstrations, publications, and otherwise, and 
this work shall be carried on in such manner as may be mutually agreed upon 
by the Secretary of Agriculture and the State agricultural college or colleges 
receiving the benefits of this Act.” This applies to acts amendatory or supple- 
mentary thereto. Also, the Department of Agriculture Organic Act of 1862 

(5 U. 8. C. 511), authorizing the acquisition and diffusion of useful information 
on subjects connected with agriculture provides basic authority for the appro- 
priation item. 

The statutes, particularly the Smith-Lever and supplementary acts, place cer- 
tain duties and responsibilities upon the Secretary of Agriculture for carrying 
out the acts, the performance of which are mandatory. The Federal Extension 
Service is the means through which the Secretary carries out these functions. 
In the sense that work of the Extension Service represents the carrying out by 
the Secretary of his mandatory duties and responsibilities, these functions ap- 
pear to be properly termed “mandatory.” 


EXTENSION SERVICE IN PUERTO RICO 


Mr. Horan. What are you doing in Puerto Rico? 

Mr. Fercuson. Mr. Horan, I have not been to Puerto Rico, but the 
reports I get from Puerto Rico indicate that the folks down there are 
doing an outstanding job. I have talked to Mr. Garcia who is asso- 
ciate director, and I have talked to our folks down there in home eco- 
nomics. I have had some reports from people who have been down 
there on missions other than extension who have come back and re- 
ported to me very favorably on the work in Puerto Rico. I cannot 
report to you on the basis of my individual experience. We could, 
Mr. Horan, go into the report of the work done there and give you 
any statistical information you would like to have. 

Mr. Horan. I notice that they are paying $528,000 from their own 
insular funds. We are supplying $555,000. So their extension work 
aggregates in excess of $1 million. 

Mr. Fereuson. That is right, sir. 


EXTENSION SERVICE IN ALASKA 


Mr. Horan. I see you have almost $60,000 for Alaska. Have you 
visited that Saree ony, yet? j 
Mr. Fercuson. I have talked to the director who was in the other 


day and learned a good bit about their operation out there. They 
have a very small staff. Of course, the number of farmers served is 
not large and most of the extension specialists are part-time employ- 
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ees with the experiment station but from what I can gather, I think 
they are doing a very excellent piece of work with farm folks in 
Alaska. 

EXTENSION SERVICE IN HAWAII 


Mr. Horan. What is the status of Hawaii? How do they share in 
this? I notice they are not listed for special treatment in your justi- 
fication. 

Mr. Frrcuson. They participate as a Territory, the same as Puerto 
Rico and Alaska. 

Mr. Horan. They are not listed in your justification separately ; 
that is the reason I asked the questions. 

Mr. Scnrusen. They participate in the distribution of the regular 
appropriation. 

Mr. Horan. That is what I was wondering. How much do they 
eontribute ? 

Mr. Scurupen. $321,295 in the funds within the State that they 
provide. 

Mr. Ferrcuson. The total Federal funds here, Mr. Horan, are 
$187,928. You notice there the third line from the bottom. 

Mr. Horan. The Territories pose problems that are basically dif- 
ferent from those in the 48 States. Their growing methods are dif- 
ferent, their populations are different, and if we are to continue to 
assume these responsibilities, the more we know about it the better 
off we are going to be. 

Mr. Fereuson. I think the program in Hawaii is doing very, very 
well. I have talked with Mr. Goto and have quizzed him intimately 


about their program. My impression at the moment is that the pro- 
eram is doing well. 


ACTIVITIES IN THE VIRGIN ISLANDS 


Mr. Horan. How about the Virgin Islands? Are we undertaking 
work in the Virgin Islands ? 

Mr. Frreuson. That question came up this morning. We have no 
work in the Virgin Islands to which we are making a direct contribu- 
tion. 

Mr. Wueeter. Mr. Horan, on the Virgin Islands, I_ might point 
out that last year for the first time there was included in this bill 
$100,000 which is being administered by the Office of Experiment 
Stations for the Virgin Islands agricultural program which is actually 
a combination research and extension program. It is a small program 
and rather than have two agencies represented there directly, and since 
the first problem was primarily research, the entire program was 
placed administratively under the experiment stations and that was 
Rate in the record when the Office of Experiment Stations was 
up here. 

Mr. Fereuson. I am glad to get up to date on that. That was one 
item here that I had not gotten into, Mr. Horan. 

Mr. Marsnaty. Director Ferguson, 50 years ago when the Extension 
Service was inaugurated, it was felt that it would be of assistance to 
farmers. Since that time, the extension work has grown so that every 
citizen of this country receives some benefit from the Extension 
Service. 
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Has your Department any figures which would show the amount of 
time that your extension workers spend in working with people who 
are off-farm ¢ 

Mr. Fercuson. We can get you an estimate on that. 

Mr. Marsuauy. At the appropriate place in the record a brief state- 
ment should be inserted by the Director because so many people feel 
that the Extension Service works only with farm people, which is 
entirely false. They have kept pace over the years with the shift in 
population ; the consumer groups who derive a great benefit from the 
work of the Agricultural Extension Service. I believe the record 
ought to show something along that line. 

Mr. Anversen. I think that is very pertinent, Mr. Marshall. And 
I am especially pleased that you called to the attention of the com- 
mittee that the Extension is now 50 years of age. It is mature, in 
other words, and I am sure it has a place in agriculture which will 
never be pushed aside. It will always be there. 

(The information requested is as follows :) 


RESPONSIBILITIES TO NONFARM GROUPS 


Extension’s responsibilities are not limited to farm people—or even to rural 
residents. Its obligation, as stated in the Smith-Lever Act, is to “the people of 
the United States * * * not attending or resident in said colleges.” This 
obligation of disseminating the agricultural and home-economics teachings of the 
colleges and the United States Department of Agriculture extends to all inter- 
ested people in this country irrespective of their place of residence, their age, 
their group affiliation, race, creed, economic or social status, or other character- 
istics that might be used to draw lines of distinction. These include: 

(1) Part-time farmers and noncommercial farmers; 

(2) Urban workers maintaining homes in rural areas; 

(3) Industrial groups, such as miners, living and working in rural communi- 
ties; 

(4) The residents of small towns and villages. 

Demands for extension help are also made by residents of cities. Statistics for 
1951 record 33 percent of agents’ time spent in working with rural nonfarm 
families. 


Mr. AnpDersen. Mr. Ferguson, we appreciate the appearance of 
Mr. Schruben and yourself before our subcommittee. I hope you 
will be before us a good many years to come. 

Mr. Fercuson. Thank you. I appreciate the interest you have 
taken and at any time we can be of any assistance to your committee, 
we stand at your service. 








1006 


Wepnespay, Marcu 25, 1953. 
FARM CREDIT ADMINISTRATION 
WITNESSES 


I. W. DUGGAN, GOVERNOR, FARM CREDIT ADMINISTRATION 

CARL COLVIN, DEPUTY GOVERNOR, FARM CREDIT ADMINISTRA- 
TION 

R. L. FARRINGTON, COOPERATIVE BANK COMMISSIONER, FCA 

M. H. UELSMANN, ACTING INTERMEDIATE CREDIT COMMISSIONER, 
FCA 

A. T. ESGATE, PRODUCTION CREDIT COMMISSIONER, FCA 

J. L. WILKINSON, ASSISTANT DIRECTOR OF FINANCE AND AC- 
COUNTS DIVISION, FCA 

HAROLD HEDGES, CHIEF, COOPERATIVE RESEARCH AND SERVICE 
DIVISION, FCA 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 


1952 actual 1953 estimate 1954 estimate 


Appropriation or estimate $427, 900 $429, 720 $431, 000 
Reimbursements frorn non-Federal sources 
“Administrative expenses and refunds, Farm Credit Ad- 


ministration, Department of Agriculture,’’ for cost of 
facilities, examination, and supervision of 


Federal land banks 1, 082, 583 1, 152, 500 1, 152, 700 

Banks for cooperatives 275, 669 282, 000 282, 100 

Federal Farm Mortgage Corporation 97, 259 92, 100 92, 100 

Federal intermediate credit banks 342, 705 367, 000 367, 100 

Production credit corporations 240, 710 259, 100 259, 200 

Production credit associations and other 175, O64 168, 751 168, 800 

Other 911 1, 000 1, 000 

Reimbursements from other accounts 15, 165 an 

Total available for obligation 2, 657, 966 2, 752, 171 2, 754.000 
Unobligated balance, estimated savings 5, 105 J 
Obligations incurred 2, 652, 861 2, 752, 171 27 


Norte.— Reimbursements from non-Federal sources are (a) receipts from farm credit agencies ad vanced to 
this appropriation to cover the cost of supervision and examination of and facilities and services to farm credit 
banks and corporations (12 U. 8. C. 832) and, (6) proceeds from sale of personal property (40 U. 8. C. 481 (e)) 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


Direct Obligations 


1. Supervision and examination of and facilities and services 


to Farm Credit banks and corporations $2, 213, 990 $2, 321, 451 $2, 322, 000 
2. Research and technical assistance, including facilities and 
services to farmers’ cooperatives 422, 795 429, 720 431, 000 
Obligations under reimbursements from non-Federal 
sources 911 1, 000 1, 000 
Total direct obligations 2, 637, 696 2, 752, 171 2, 754, 000 


Obligations Payable Out of Reimbursements From Other Accounts 


1, Supervision and examination of and facilities and services 
to farm credit banks and corporations 15, 165 


Obligations incurred 2, 652, 861 2, 752, 171 2, 754, 000 
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Obligations by objects 
Object classification 1952 actual | 1953 estimate |1954 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average num ber of all employees 


Average salaries and grades 

General schedule grades 
Average salary 
Average grade 


Personal service obligations 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 
Payments to other agencies for reimbursable details 


Total personal service obligations 
Direct Obligations 


Personal services 2, 273.3 : 116 
Travel 245, O55 
Transportation of things 3, 800 
Communication services ' 20, 200 
Rents and utility services 200 
Printing and reproduction R00 
Other contractual services " 26, 500 
Services performed by other agencies 
Supplies and materials f 000 
Equipment 75 000 
Refunds, awards, and indemnities 
Awards for employee suggestions 
Taxes and assessments 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 
iccounts 
Personal services 
Travel 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services 
Supplies and materials 


Total obligations payable out of reimbursements from 
other accounts 


Obligations incurred 


Analysis of expenditures 


1952 ac 1953 estimate | 1954 estim 


Unliquidated obligations, start of year $319, $249, $243, 
Obligations incurred during the year 2, 652, 2, 752, 2, 754, 


2, 972, 3, OOL, O4E 2, 997, 
Deduct: 
Reimbursable obligations 2, 230, 2, 322, 
Adjustment in obligations of prior years. 
Unliquidated obligations, end of year ; 243, 
Obligated balance carried to certified claims account 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations... .....- 198, 000 
Out of prior authorizations_._._.......-.- } 243, 000 


Mr. AnperseN. The committee will come to order. Today we will 
consider the budget request for the Farm Credit Administration. 

We will insert pages 341 through 347 and page 357 of the justifica- 
tions at this point. 
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PURPOSE STATEMENT 


The Farm Credit Administration, established pursuant to Executive Order 6084 
dated March 27, 1933, is charged with the responsibility of supervising and 
coordinating the Farm Credit System, which provides agricultural credit through 
the following institutions: the Federal land banks and national farm-loan 
associations, Federal intermediate credit banks, production credit corporations 
and production credit associations, banks for cooperatives, and the Federal 
Farm Mortgage Corporation. Its objective is to provide a dependable source of 
long-term and short-term credit at all times to farmers and farmers’ cooperative 
associations on a sound credit basis through coordinated cooperative credit 
facilities, and to obtain loan funds from the investing public without the neces- 
sity of the Government guaranteeing the securities issued. A fundamental 
principle of the administration is the encouragement and development of agri- 
cultural cooperative institutions, with complete farmer ownership the ultimate 
objective of the institutions it supervises. The Administration provides research 
and service facilities to farmers’ cooperative associations, as authorized and 
directed by the Cooperative Marketing Act of 1926. 

The Federal Farm Mortgage Corporation and Central Bank for Cooperatives 
are in Washington, D. C.; farm credit district offices are at: Springfield, Mass. ; 
Baltimore, Md.; Columbia, 8. C.; Louisville, Ky.; New Orleans, La.:; St. Louis, 
Mo.: St. Paul, Minn..: Omaha, Nebr.; Wichita, Kans. ; Houston, Tex.; Berkeley, 
Calif.: and Spokane, Wash. 

On November 30, 1952, the Administration had 375 full-time employees of whom 
252 are in Washington. The 121 field employees are registrars, appraisers, and 
examiners. 

Salaries and expenses : 
Appropriated, 1953 ; precios ‘ ain FS Tea STS 
Budget estimate, 1954 < 


Appropriation Act, 1953 ax 
Reductions pursuant to: 
Sec. 411 
Sec. 412_ 
—1, 929 
Adjusted appropriation, 1953, and base for 1954___- pial lage 751,171 
Budget estimate, 1954 slab mabe : acces 2 768,000 


+1, 829 


Change (adjustments to round off the estimate) —_ 


Project statement 


1953 (esti- 
mated) 


1954 (esti- 


— 
Project mated) 


Increases 


1. Supervision and examination of and facilities and | 

services to farm credit banks and corporations $2, 213,990 | $2, 321, 4 $549 $2, 322, 000 
2. Research and technical assistance, including facilities 

and services to farmers’ cooperatives 22, 29, 72 1, 280 | 431, 000 
Unobligated balance iil | 


Total available or estimate wittel 2, 751, 1, 829 2, 753, 000 
Reductions pursuant to: | | 
Sec. 411 : e ° +84 


Sec. 412 +045 | 


Total appropriation or estimate i 890 2, 753, 100 
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Sources of funds and activities 


Estimate, Budget esti- 


Source of funds activity 1953 mate, 1954 


Increases 


Assessments from farm credit banks and corporations 
i. Reimbursements from ‘‘Administrative expenses and 
refunds, Farm Credit Administration,” for cost of 
facilities, examination, and supervision of 
Federal land banks 
Banks for cooperatives 
Federal Farm Mortgage Corporation 
Federal intermediate credit banks 
Production credit corporations 
Production credit associations and others 


Total 
General fund appropriation 
2. Kesearch and technical assistance, including facilities 


and services to farmers’ cooperatives 


Total funds available or estimate 


STATUS OF PROGRAM 


Farm Credit Administration is a supervisory agency established May 27, 1933, 
by Executive Order 6084 to provide the banks and corporations comprising the 
farm-credit system with centralized and coordinated supervision and examina- 
tion, and to furnish facilities and services which are essential to the operation 
of the system and to its progress toward becoming wholly farmer owned. A cor- 
related function is to assist farmers in the organization and management of 
cooperative enterprises. 

A well-coordinated system offering all types of agricultural credit must be 
maintained if the benefits of farm-credit legislation are to be fully realized; for 
this reason, the supervision and coordination of the farm-credit system are 
especially important. Farm Credit Administration’s supervisory program is ad- 
justed from year to year to relate its activities to the requirements and problems 
of the several credit institutions and farmers’ cooperatives, The program has 
two broad phases which are described below. 


SUPERVISION AND EXAMINATION OF AND FACILITIES AND SERVICES TO FARM CREDIT 
BANKS AND CORPORATIONS 


The farm-credit system is comprised of 12 districts, each having a district 
office through which agricultural credit services are available to farmers and 
their cooperatives everywhere in the United States. The banks and corporations 
located at the 12 district offices are engaged either in making or discounting loans 
to farmers and their cooperatives or in the supervision of those lending activities. 
The Federal land banks make amortized real-estate mortgage loans through na- 
tional farm-loan associations and act as agents of the Federal Farm Mortgage 
Corporation in servicing its assets. The district banks for cooperatives make 
loans to finance the production, marketing, and service operations of farmers’ 
cooperatives. The production-credit corporations are not lending agencies; they 
supervise the production-credit associations in their crop, livestock, and general: 
purpose loan operations and in some instances provide a part of their capital. 
The Federal intermediate credit banks provide agricultural loan-discount facil- 
ities for production-credit associations and other eligible financial institutions. 
National farm-loan associations (farmer-owned) and production-credit associa- 
tions (252 of which are farmer-owned) are credit cooperatives located in farm 
communities to provide convenient mortgage and production credit service to 
their owner-members. 

The Federal Farm Mortgage Corporation and the Central Bank for Coopera- 
tives are in Washington. The Federal Farm Mortgage Corporation discontinued 
making land bank commissioner loans on July 1, 1947, and has since made sub- 
stantial progress in the liquidation of its assets—principally loans outstanding 
as of that date. The Central Bank for Cooperatives participates with district 
banks for cooperatives in their loans to farmers’ cooperatives and makes loans 
to cooperatives.whose activities are carried on in more than one farm-credit 
district. 
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Influence of the farm-credit system in the agricultural credit field—Other 
lenders are providing the major portion of farm-mortgage credit; they now hold 
about 83 percent of all farm mortgages. However, the influence of the farm- 
credit system in the agricultural lending field is substantially greater than 
might be indicated by the relatively small percentage of credit it provides. The 
system continues to set the agricultural credit pattern as its interest rates and 
loan terms meet the specific requirements of farmers and their cooperatives. 
To maintain this desirable influence the system must continue to do a reasonable 
share of the farm-loan business everywhere in the United States and must have 
resources to assure efficient and effective organizations. 

Source of funds.—The primary source of funds used by the farm-credit system 
for loan operations is the sale of bonds and debentures. Such bonds and de- 
bentures are secured by notes and mortgages deposited as collateral with Farm 
Credit Administration and are not guaranteed by the Government, either as to 
principal or interest. 

Loan activity.—As indicated above, the major part of the farm-credit system 
loan program is carried on in the field by the banks and corporations at the 
district offices and the associations in farm communities. During 1952 the 
farm-credit system made loans and discounts of approximately $4,228,502,000, 
an increase of 9 percent from 1951. Loans and discounts in the amount of 
$3,117,954,000 were outstanding at the end of the year; this figure includes 
balances of prior years’ loans and Federal intermediate credit bank loans to and 
discounts for other farm-credit agencies. 

Significance of the program.—Effective Farm Credit Administration super- 
vision and examination have promoted the development of the farm-credit 
system. The system has developed sound administrative management and the 
facilities and services made available by the Administration have enabled it to 
serve farmers well. The steady increase in the number of farmers participating 
in cooperative credit indicates their confidence in the farm-credit system, and 
demonstrates that with effective leadership such credit system is desirable and 
feasible. Objectives of the farm-credit system which can he attained best 
through coordinated effort under central supervision are: 

1. To assure farmers a permanent source of credit by strengthening the farm- 
eredit institutions. 

To assure dependable sources of loan funds, which are of first importance 
to any credit system, by maintaining the confidence of investors in farm-credit 
securities through adherence to sound credit principles and maintenance of 
strong financial structures. 

3. To accomplish the retirement of Government capital without impairing 
the effectiveness of the system. 

Current activities.—In the mortgage-credit field, the high price level of farms 
makes complex the application of the principle of normal agricultural values in 
appraisal work incident to making loans. Appraisal standards are being reviewed 
and research is being performed to determine values which can be considered 
normal under present and anticipated economic conditions. The application of 
this principle retards inflationary trends and, as a further means to this end, the 
Administration participates with major lending institutions in evaluating the 
trends of agricultural economics and credits. 

Interest income, interest expense, and capital problems of the farm-credit in- 
stitutions are the subject of continuing analysis. Interest rate increases for 
certain classes of loans have been authorized, having been found justified due to 
higher interest cost on borrowed money and increases in operating costs. 

Investigation is being made of the demand for an intermediate-term loan. 
Loan terms are generally 1 year for short-term loans and not less than 5 for long 
term. There is some indication that loan terms of 2 to 5 years would be advan- 
tageous to farmers who shift from one type of farming to another, make capital 
improvements, or whose operations are not in phase with available loan terms. 
The study now under way is for the purpose of determining the extent of this 
need and means of meeting it. 

The changing farm-commodity-price situation and agricultural economic trends 
make necessary the continuation of studies to provide farm-credit officials with 
conclusions and with forecasts relating to such things as commodity prices, loan 
experience, and farm-operating costs. 

Selected data on operations.—Farm-credit-system activities and trends for 
recent years are illustrated in the tables which follow this narrative statement. 
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RESEARCH AND TECHNICAL ASSISTANCE, INCLUDING FACILITIES AND SERVICES TO 
FARMERS’ COOPERATIVES 


Farm Credit Administration is directed by the Cooperative Marketing Act of 
1926, to further the development of agricultural cooperation in the United States. 
The Administration conducts research for farmer cooperatives, provides them 
with advisory and educational services, and disseminates information relative to 
cooperatives. 

Current activities.—At present the Administration has 57 research projects in 
progress. Service activities are a continuing responsibility and arise out of 
current needs of cooperatives for information or assistance. Educational work 
relating to cooperatives is carried on jointly with State extension services, de- 
partments of vocational education, and with farmers and their organizations. 
Priority is given to services which will enable cooperatives to contribute effec 
tively to the rearmament program, and to assistance to defense agencies. 

Selected examples of recent progress—Following are examples of research 
projects completed recently. 

Transportation of agricultural products.—A study shows that co-ops can realize 
savings in transportation costs by moving products and supplies via coastwise 
and inland waterways, and by tocating their plants at places where rates are 
favorable. 

Uniform accounting and production records for milk-distributing co-ops.—A 
standardized system of forms and procedures for accounting and production con 
trol of cooperative milk distribution was developed, tested under actual opera 
tions, and made available to co-ops (Miscellaneous Rept. 159). 

Training co-op leaders —Farm Credit Administration is contributing to the 
training of future co-op leaders by supplying teachers with instruction material 
and other assistance. Twenty-seven thousand teachers are using a Farm Credit 
Administration circular (E 34) which outlines agricultural cooperation and 
catalogs information of the subject. Teacher-training workshops have been 
conducted in 38 States. 

Effective merchandising of cranberries.—A sales-promotion plan developed for 
the cranberry co-ops advised coordination of their advertising campaign with 
those of the wholesalers and retailers of their products, and increasing the con 
sumption of cranberries through the development and promotion of more varied 
and extensive uses. 


Statement of obligations under allotments and other funds 
[Includes only those amounts which, by Nov. 30, 1952, were actually received or programed for 1953 or 


1954. Since work for other agencies is performed on a service basis, at the request of those agencies and 
for their benefit, it is not practicable to estimate in advance the amounts to be received in most cases] 





Estimated Estimated 
obligations, | obligations, 
1953 1954 


Obligations, 
Item 1952 


Agricultural Marketing Act, Agriculture (Farm Credit Ad- 

ministration): For marketing research " $219, 000 
Flood prevention, Agriculture (Farm Credit Administration): 

For general basin investigations 


Working funds, Agriculture, general (Farm Credit Adminis- 
tration): Advanced from Department of State 
For expenses incident to the training of Japanese agricul- 
tural leaders in the general field of agriculture 
For expenses incident to the point 4 foreign trainee pro- | 
gram , 500 


Total, working funds, Agriculture, general | 1, 500 
Mutual Security (allocations to Agriculture) (Farm Credit 
Administration): For expenses incident to the foreign trainee 
program 3, 374 4, 200 | 
Obligations under reimbursements from governmental and 
other sources: Salaries and expenses ; , 16, 076 1, 000 1, 000 


215, 500 | 221, 500 


Total, obligations under allotments and other funds. __- 215, 454 


Mr. AnpersEN. Mr. Roberts, prior to a general statement by Mr. 
Duggan, do you have a revised estimate to present to the subcom- 
mittee in this matter? 
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Mr. Roperts. We do have, Mr. Chairman. The Budget Bureau 
made the revised estimates available to the Department yesterday. 

I have a summary here for the members of the committee and for 
the record. 

(Statement referred to is as follows :) 


U. S. Department of Agriculture, Farm Credit Administration 


| Change, revised budge 
A ppropri- estimates, 1954, com 
ations, pared with 


ns - Original Revised 
1953, ufter budget budget — oe 
reductions 7 : 2 to 
pursuant estimates, | estimates, Original 
to secs 411 one _— Appoomat budget 
and 412 "1953 , estimates 
re 1954 
Salaries and expenses 
Direct appropriatior $429, 720 $431, 000 $410, 000 $19, 720 —$21, 000 
Assessments against member institu- 
tions 2, 321, 451 2, 322, 000 2, 135, 500 185, 951 -186, 500 
Total 2, 751, 171 2, 753, 000 2, 545, 500 205, 671 207, 50 
CORPORATE ADMINISTRATIVE EXPENSE LIMITATIONS 
deral Farm Morte ge Corporation | $950, 000 $800, 000 $750, 000 | —$200, 000 $50, 000 
re ederal Intert nediate Credit Bank 1, 690, 000 1, 745, 000 1, 710, 000 20, 000 —35, 000 
Production Credit Corporations | 1,465, 000 1, 516, 000 1, 465, 000 51, 000 
otal 4, 105, 000 4, 061, 000 3, 925, 000 — 180, 000 136, 000 


Mr. Rozerrs. The revised estimates do not affect the organizational 
structure of Farm Credit. I would like to also say, Mr. Chairman, 
that we have with us this morning Mr. R. L. Farrington, the Coop- 
erative Bank Commissioner, who within the past few days was desig- 
nated by the Secretary as acting head of the Agricultural Credit 
Group, which was announced on January 21. Mr. Farrington suc- 
ceeded Mr. Short. 

Mr. Anpersen. Would you like to make a statement prior to Mr. 
Duggan’s general statement, Mr. Farrington ¢ 

Mr. Farrrneron. I do not believe I have a statement, Mr. Chair- 
man. I am simply acting as Director of Agricultural Credit Serv- 
ices in addition to my position as Cooperative Bank Commissioner. I 
will be testifying this morning as Cooperative Bank Commissioner. 

Mr. Anpersen. All right, sir. 

Mr. Duggan, we are pleased to have your group before us and we 
will be glad at this time to have any statement you might care to make. 


GENERAL STATEMENT 


Mr. Dueean. Thank you very much, Mr. Chairman, it it meets 
with you approval, I have a short statement I would like to make 
before getting into questions. 


CHANGES IN ADMINISTRATIVE EXPENSE ITEMS PURSUANT TO REVISED 1954 
ESTIMATES 


The 1954 administrative expense estimates for Farm Credit Admin- 
istration and the wholly Government-owned corporations which it 
supervises compare with the 1953 authorizations as follows: Farm 
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Credit Administration, $2,751,171, revised estimate $2,545,500, which 
is a minus change from the 1953 estimate of $205,671, and is $207,500 
less than the origina] 1954 budget figures. For the Federal Farm 
Mortgage Corporation the 1953 authorization is $950,000 and the 
1954 revised estimate is $750,000 which is $200,000 less than the 1953 
authorization. 

Federal intermediate credit banks, the 1953 authorization is $1,690,- 
000, 1954 revised estimate is $1,710,000 which is a change of $20,000 
above the 1953 authorization. Production credit corporations, 
$1,465,000, 1954 revised estimate is $1,465,000, no change, but it is 
$51,000 less than the proposed budget. 

Before discussing the proposed budgets, I would like to comment 
briefly on the general agricultural situation with emphasis on the 
increased costs of farming, trends in agricultural credit, certain 
phases of the operations of the farm credit system, and the admin- 
istrative expense record of the Farm Credit Administration and the 
system it supervises. 


GENERAL AGRICULTURAL SITUATION 


One of the most important developments in the agricultural situa- 
tion during 1952 was a continuation of the downward trend in prices 
which began in February 1951 when the index of prices received by 
farmers was at an all-time peak of 313. By December 1952 this index 
had dropped to 269. The yearly averages of the indexes decreased 
from 302 for 1951 to 288 for 1952. Principal factors in this price 
decline were large production and a sharp decline in exports. 

Prices farmers paid for commodities, interest, taxes, and wages, 
however, continued to rise until May 1952 when the index reached a 
high point of 289. Since that time there has been only a small decline 
and the index in December 1952 was 281. The yearly indexes of these 
costs show an increase from 281 in 1951 to 286 in 1952. 

These price and cost trends have resulted in a squeeze on farmers’ 
net incomes. In addition there have been short crops due to drought 
in the central and southeastern areas. Crops have been large in 
other regions, however, with the result that the total crop production 
in 1952 was the second largest in history. Marketings of livestock and 
poultry and other products also have been at high levels. 

These large volumes of farm output have offset to a considerable 
extent the result of the price-cost squeeze. Net farm income decreased 
only from $14.3 billion in 1951 to an estimated total of $14.2 billion 
in 1952. While the net farm income for 1952 is somewhat higher 
than the postwar low of $12.3 billion received in 1950, it is substan- 
tially below the peak of $16.8 billion received in 1947. This is in 
sharp contrast to the nonagricultural segment of our economy which 
had a net income during 1952 about 50 percent higher than that in 
1947. 

Partly as the result of the drop in farm prices, the value of farm- 
land per acre appears to have leveled off. From March 1952 to July 
1952 the index of values per acre rose only from 211 to 213. Values 
appeared to have stabilized at about that level since the index for 
November 1952 remained at 213. This, however, is an all-time high 
for this index. Land prices are still high. 


58—pt. 3——11 
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TRENDS IN AGRICULTURAL CREDIT 


As to the effect of the agricultural situ: ition on credit needs, the ag- 
ricultural economic situation is reflected in farmers’ credit require- 
ments. The high level of farm costs has called for correspondingly 
large amounts of credit for production purposes. There also has been 
some increase in the demand for credit in the drought areas. In ad- 
dition, the demands for credit to finance est: :blishment of grasslands, 
to increase livestock and make other similar farming adjustments are 
still heavy. The average size of all loans made by all production 
credit associations increased further from $4,645 in 1951 to $4,800 in 
1952. The total short-term debt of farmers held by all lenders like- 
wise continued to rise, going from about $7.9 billion on January 1, 
1952, to an estimated total of $9.2 billion on January 1, 1953. This 
is an increase of 16.5 percent. 

The farm credit institutions extended $2,356 million of credit dur- 
ing the year ending December 31, 1952, about the same as 1951, but 
neg arly 4'times as much as in 1940. 

The following is a table showing the actual volume of loans during 
the calendar years selected, 1952, 1951, 1950, and 1940. 

(The table is as follows:) 


yoans made to agriculture by Farm Credit institutions 
L le to agricult by Farm Credit instituti 


[Millions of dollars] 





| Calendar years 
Lending institution | Sininiedetiinie 
1951 1950 1940 





Federal land banks ” tiGctiiiae eminent 25: 214 | 206 
Federal Farm Mortgage Corporation ; : i ers SF ee 
Production credit associations- - dither aan , 342 , 320 1, 076 
Banks for cooperatives ; | 52 569 402 
Federal intermediate credit banks inahiebeh Sekbdiad Selial 2, 02 2, 085 1, 627 
Total. _- | , 14! , 188 | 3, 311 

Less FICB loans to and discounts for other farm credit institu- | 
tions ‘ caeat P ioe : , 789 , 845 | 1, 443 





NN eas | aon 2, 343 1, 868 


The trends in the amounts of loans made to agriculture by farm 
credit institutions have been similar to changes that have occurred 
in the volume of credit extended to farmers by all lenders. The total 
of farm mortgage loans made by all lenders in the United States in 
1952 is estimated to have been about the same as the $1,770 million 
of such loans made in 1951. This amount is materially higher than 
the $1,656 million of farm mortgage loans made by all lenders in 1950 
and the total of $772 million of such loans made in 1940, Total non- 
real estate short-term loans outstanding to farmers by all lenders 
amounted to about $9.2 billion on January 1, 1953, as compared with 
$7.9 billion in 1952 and $3.4 billion in 1940. 

The next table I have shows the loans outstanding, by farm credit 
institutions for certain years. 

(The table is as follows:) 
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Loans outstanding, by Farm Credit institutions 


| Millions of dollars] 


December 31— 
Lending institution - - Pn emg e 


1951 1950 1940 


Federal land banks- : et , 079 997 946 
Federal Farm Mortgage Corporation... - 23 3 43 


Production credit associations -- aia watch — } 568 456 
Banks for cooperatives ae P - 416 424 345 
Federal intermediate credit hanks... .. ‘ ag adit ‘ 699 555 


Total _. | 2, 847 2, 720 | 2, 345 | 
Less FICB loans to and discounts for other Farm Credit insti- | 


om | 
tutions .- aad oa deduce 4 ‘ 611 485 | 


Net total......- eniesintnaiidadiaiaaedaians a cmaieiih 2, 220 | 2 "109 | 1, 860 


| } 
| ' 


Mr. Ducean. Those loans are not primarily to buy farms. Those 
loans are primarily for repairs, equipment, machinery, and to re- 
finance short-term loans, and it gives me some concern, Mr. Chair- 
man, that a number of farmers are going in now and refinancing their 
short-term loans and the short-term debt is rather large, 9.2 billion. 
They are refinancing with long-term mortgages and some of those 
loans were to pay for machinery that will be worn out before the 
mortgage is paid off. 

Mr. ANveRsEN. That is a further indication of the squeeze that you 
mentioned in reference to net income for the farmer ¢ 

Mr. Ducean. Yes, that is correct. You would not find many fore- 
closures or many farmers forced to sell but they are to a degree 
mortgaging the future, and they will have used up part of their 
collateral. 

There has been a definite shift in the farmer’s use of credit. He 
has tied up more and used more heavily short-term credit; some of it 
possibly could have gone, logically, in to an intermedi: ute type credit 
if such credit had been avail: a 3- te 7-year loan which would 
about cover his machinery and livestock purchases and would not be 
in the mortgage field. They have tried to avoid to a degree the mort- 
gage field and to pay off quic cer. So they have a very ‘heavy burden 
in the short-term field. Total of loans outstanding by farm credit 
institutions, in 1940, was $2,782,000, and in 1952 it was $2,220,000. 
While we are lending more per year, our net outstanding is less, so 
that farmers are still in healthful condition for p: vying off loans; the 
total outstanding is below what it was in 1940. 

Mr. ANpERSEN. Would it not alsoshow, Mr. Duggan, that you people 
are following good policy? 

Mr. Duecan. We hope so. We are trying to meet the needs of the 
farmer on just as conservative a basis as we possibly can for his pro- 
tection because we feel a loan that is good for him is good for these 


cooperative institutions; if it is bad for him, we know it is bad for 
the institutions. 


AVERAGE SIZE OF FARM MORTGAGE LOANS 


The high level of land values has been accompanied also by steadily 
increasing average size of farm-mortgage loans. For all lenders the 
increase from 1951 to 1952 was from $5,350 to about $5,600. The 





1016 


average size of loans closed by the Federal land banks has followed 
the same general trend. The total farm-mortgage debt likewise has 
continued the rise which began in 1946 and increased from $6.3 billion 
on January 1, 1952, to an estimated total of $6.7 billion on January 1, 
1953, an increase of 6.3 percent. 


VOLUME OF CREDIT FURNISHED BY FARM CREDIT INSTITUTIONS 


In view of the large output of agricultural commodities in 1952, 
cooperatives continued to need a substantial amount of capital to 
finance the purchase of supplies and the marketing of farm products. 
Some cooperatives also are finding it necessary to finance enlargement 
of their marketing, processing and other facilities needed to handle 
this expanding volume of business. Although there was a slight de- 
crease In the total amount of loans made by the banks for cooperatives 
during 1952, the volume of credit furnished by these institutions never- 
theless remained at a high level. 

The increasing size of loans has been causing some concern because 
of the possibility that many farmers might find themselves in an over- 
extended position as a result of the falling prices. The Federal land 
banks, of course, have continued to make their loans on the basis of 
normal agricultural values. The increase in the size of their loans 
is due to a revision of agricultural commodity prices used in deter- 
mining normal agricultural value, and to some extent has resulted 
from the larger number of acres in the farms financed. We found 
that the average size of farms is increasing some. In recent months 
the average size of loans made by production credit associations ap- 
pears to have leveled off. 


CREDIT OUTLOOK DURING THE COMING YEAR 


It seems probable, however, that farmers’ credit needs during the 
coming year will continue near present levels and may possibly in- 
crease. The total physical volume of farm output is expected to 
remain at relatively high levels. Only moderate declines in farm 
costs can be forecast. The margin between prices received and prices 
paid may become even less favorable; this will increase the credit 
needs of farmers already borrowing and may make it necessary for 

other farmers to use credit. There also may be further increases in 
credit needs in the areas which have suffered from drought. 

Farm Credit Administration believes that the institutions under 
its supervision should be leaders in improving agricultural credit 
services on a sound basis. Because of the competitive influence, any 
such improvements are beneficial to borrowing members of these credit 
cooperatives and also to the borrowers from all other institutions. 
Farm Credit Administration maintains constant study of credit poli- 
cies to determine ways in which credit service can be improved. Most 
of this work is done by staff members, but in a number of cases Farm 
Credit Administration has cooperated with agricultural colleges in 
such studies. 
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LENDING FUNDS OF FARM CREDIT INSTITUTIONS 


The lending funds used by the Farm Credit system are obtained pri- 
marily from ‘the sale in the investment market of bonds and deben- 
tures. In this way, the Farm Credit institutions provide an effective 
link between Sastinte-boveirelers and the investing public. The Farm 
Credit securities—Federal farm loan bonds, Federal intermediate 
credit bank debentures, and Central Bank for Cooperatives deben- 
tures—are not guaranteed by the Government either as to principal 
or interest but are secured by notes and mortgages deposited as col- 
lateral with Farm Credit Administration. Also they are secured by 
the net worth of the institutions selling the bonds. In view of the 
net-worth position of these institutions and their history over the years, 
investors consider these securities to be prime investments, and they 
carry rates which are slightly higher than Government obligations. 


FARM CREDIT INSTITUTION LOANS NOT CONTINGENT LIABILITY OF THE 
GOVERN MENT 


I would like to make another comment, Congressman, and that is to 
ompraete the fact that these loans made by Farm Credit institutions, 
over $2 billion of outstanding loans, are not a contingent liability of 
the Government. This debt is not guaranteed or “secured by the 
Government. 

Mr. Anpersen. You would feel there is definitely no contingency 
there as far as liability isconcerned ? 

Mr. Duaean. Definitely not. 

Mr. Anpersen. Many people say they are 

Mr. Horan. They can be by indirection. Of course if a borrower 
fails to qualify for one of your group of lending agencies, he is then 
eligible to become a borrower from the Farmers’ Home Administra- 
tion. So indirectly it isa Government responsibility. 

Mr. Duaean. There is a field in which the Government has gone 
much further in lending and has contingent liabilities that are enor- 
mous and that is in the field of guaranteed and insured loans, which 
to me is in effect a Government contingent liability and can very easily 
become a full Government liability. 

Mr. Horan. Very definitely. You mean housing loans and that 
sort of thing? 

Mr. Dueean. Veterans’ Administration loans and housing loans and 
other loans. I noted on page 109 of the 1954 budget as originally 
submitted that the volume of guaranteed and insured loans will 
reach $32.4 billion in 1954. That is a Government contingent liability. 
The Government's liability could exceed the gu: wranteed and insured 
portions of the loans, could be more than $32 billion, and I feel that 
the full value of those loans could become a Government risk because 
in wholesale foreclosures the Government would have to step in and 
take them over. Therefore, it would then not take only the 25 or 50 
vercent that is insured or guaranteed; it would take over the whole 
Eo So I figure that figure is larger than $32 billion of guaranteed 
and insured loans. And that is quite a definite contrast with the 
loans by farm credit of $2.2 billion outstanding January 1, where 
there is no Government guaranty or insurance or contingent liability 
other than the Government capital that is in the institutions and that 
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has been greatly reduced and is all intact and unimpaired with sub- 
stantial reserves in each of the institutions. 


INTEREST RATES 


During the past several years the high level of business activity, 
plant and equipment expansion, defense expenditures, public works, 
housing, and the production of consumer goods created an unusually 
strong demand for capital. Savings accumulated at record rates dur- 
ing the same period but did not keep pace with demands for capital. 
The result was an increase in interest rates generally. This condi- 
tion was further influenced during the fall of 1951 and 1952 by an ex- 
ceptionally heavy demand for seasonal loans. The underlying factors 
which have caused higher interest rates are still present, and market 
opinion is somewhat divided as to how long this pressure will continue. 
As and when business loans and defense spending decline, it is expected 
that there will be a greater demand by investors for Government obli- 
gations, Government agency obligations, and other high-grade securi- 
ties. The natural result of this change would be a general firming of 
bond prices and reduction in long-term interest rates. Of course, Fed- 
eral Reserve policies and Treasury financing policies will continue to be 
the most important factors in the interest-rate structure. 
_ As we know, the Government has to refinance some $73 billion dur- 
ing this calendar year. That will very largely affect interest rates. 

Mr. Anprrsen. And the tendency, of course, will be for that interest 
rate to firm up. 

Mr. Duacan. That is right and interest rates have been going up 
rather consistently over the several years and are being passed on to 
farmers. The total interest cost to farmers is considerably higher 
than it has been in a number of years now. 

In most instances Farm Credit institutions were able to maintain 
their lending rates without increase last year. 

The rates of interest charged by Federal land banks on loans 
through national farm loan associations were unchanged: 4 percent 
in 9 banks, 414 percent in 2 banks, and 5 percent in 1 bank. 

Mr. Horan. That is net to the farmer? 

Mr. Duaean. Yes. He has to buy stock equal to 5 percent of his 
Joan. 

Mr. Horan. According to some of our loaning experiences during 
the thirties, it would have been argued that the interest rate was about 
27 percent. 

Mr. Ducean. That is right. But this is a net rate. We are now, 
though, reviewing the loan rate of all the land banks again. We do 
it every 6 months anyway, but we are reviewing it and we will prob- 
ably have to go up on the interest rate in some banks that are now 
charging 4 percent. 

Mr. ANpERSEN. What were the nine banks having the 4 percent? 

Mr. Ducean. I can possibly go the other way a little faster. The 
Columbia District, 5 percent, Columbia, 8. C., Baltimore district, 
and Springfield, Mass., 414. All of the others 4 percent. 

Mr. Horan. Apparently all of the other loaning areas, even with 
high transportation costs and other difficulties, had a lower lending 
rate than some of those close to the center of effective purchasing 
power. 
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FACTORS THAT DETERMINE INTEREST RATES 


Mr. Duaean. That is correct. The factors that determine the in- 
terest rate of the land banks, for instance, are, first, cost of loan funds, 
that is, the cost of borrowings including bond issues; two, the operat- 
ing cost; three, the amount of reserve and surpluses they need to ac- 
cumulate, and a small margin of safety. That fixes the rate that the 
boards determine subject to approval by Farm Credit Administration. 

Mr. Horan. It is also influenced by repayments and solvency of the 
borrower. 

Mr. Dueean. The size of loans and the total volume of loans affects 
to a considerable amount the operating cost and it so happens that in 
the Columbia district we have the smallest loans on the whole of any 
district. The New Orleans district also has small loans but the New 
Orleans district has built up rather large reserves, partly through 
income from oil and mineral holdings. We have pushed very hard to 
increase the reserves and surplus and net worth of the land-bank 
system so that it can meet a leveling off or a period of delinquent loans 
and not have to come back to the Government for any capital. The 
land banks are fully farmer-owned. They have over $300 million of 
capital reserve and surplus. At a ratio of 10 to 1, they could increase 
loans 3 times what they are today without asking for additional capital 
and every time they make a loan they increase the capital by 5 percent 
of the loan. So we arrive at the interest rate, taking those factors 
into consideration. And we have been able on that basis, where some 
of the banks had a large net worth and used part of their own funds 
in lending, to keep down the cost of money. That is the reason some 
of them can lend at 4 percent, otherwise they could not today because 
you cannot sell long-term bonds, 8-to 10-year bonds, for less than 
about 3 percent and the operating cost is more than 1 percent. I do 
not know anybody who can operate on a 1-percent margin. 

The bonds issued in May 1952 and January 1953 to refund maturing 
issues, repay commercial bank borrowings, and provide new money 
increased the average cost of the banks’ funded debt from 1.71 to 2.41 
percent per annum. 

When we have to refund next year and possibly borrow this year, 
that rate will go on up to above 2.41 possibly to 2.75. 

None of the Federal intermediate credit banks increased their lend- 
ing and discount rates during the past year. Two of the banks reduced 
their rates. Cur rently, 8 of the banks are charging 234, and four 25% 
percent. However, 1 of the banks in the latter group will increase its 
lending rate to 234 percent effective March 1, 1! 53. In comparison, the 
average cost of debentures issued increased somewhat, from 2.18 per- 
cent per annum in 1951 to 2.26 percent per annum in 1952. And last 
debenture sale was at 2.3 percent plus a tenth commission, making net 
cost of 2.4 percent. The operating costs of the Federal intermediate 
banks « -ompared with other lending institutions, are unusually low, less 
than three-tenths of 1 percent per annum. If you add to three- tenths 
of 1 percent a present cost of 2.4, you get 2.7, so we have a very small 
margin when charging only 2%, and within the next year we will prob- 
ably “have to increase that discount rate above 234 to provide reserves 
and surpluses. 

Production credit associations made very few changes in their lend- 
ing rates in 1952. The average per annum rate for 1952 was 5.8 
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percent, which did not include certain service fees. When these serv- 
ice charges are included, the average per annum rate was equivalent 
to a rate of 6.4 percent. Most association loans carry interest rates 
of from 5% to 6 percent. That means that the average was 6.4, but 
in some areas it is well above that. In some associations it may run, 
when you add the interest rate plus the fee, to 9 percent. 

Mr. Anpersen. What areas do you mean? 

Mr. Duecan. The Southeast. I know in Meridian, Miss., they 
have possibly more small loans than any association in the country 

And those loans are rather heavy cost loans to supervise and ad- 
minister. 

Mr. Anpersen. Usually, the smaller the loan the higher the cost 
over a year’s period, 

Mr. Ducean. The rate of 6.4 percent is the actual cost the farmer 
pays, and he pays only for the time he uses the money, but this is on 
a yearly basis. If he uses $100 for 6 months, his bill would not have 
been, say, $6.40 but would have been only $3.20, half of it. 

Mr. Horan. Those would be marginal Borrowihité: would they not ? 

Mr. Dueean. They have been very good borrowings. Their repay- 
ment record is very good, but they are small farmers and self-sufficient 
farmers: and, when they agree to pay, they pay. 

Mr. Wnirren. It may cost as much to service a $500 loan as it does 
a $5,000, might it not? 

Mr. Horan. That runs the cost up, and it has to be charged to 
somebody. There was a disposition at one time to try to reduce the 
cost of loans by evaluating the integrity of the borrower, and I have 
wondered if the repayment record is good, and why there should not 
be some decline in the cost of servicing the loan. 

Mr. Duaean. They are not visited as much and they are not serviced 
as much; but, when you have trouble, you may have more trouble 
collecting it and trying to work it out than a larger loan. 

Mr. Wuirren. Mr. Horan, you made a good | point there. As long 
as you have an overall program, applicants who do not qualify in one 
category may thereby qualify for another where the administrative 
cost and cost of supervision would be even greater. 


ELIGIBILITY OF BORROWERS TO SECURE LOANS 


Mr. Horan. We have essentually that sort of a farmer’s loan pro- 
gram now. If they cannot qu: ilify for one of these, of course, they 
can possibly qualify for Farmers’ Home Administration loans. 

Mr. Anpersen. I think you gentlemen will agree that we do not 
want to make it impossible for the small man to make loans. 

Mr. Wurrren. If the whole purpose is to benefit the farmer and to 
keep a sound national economy, I suspect that it is in the small-loan 
field where the greatest benefits accrue. Those that are in the larger 
operations would in all likelihood have a better chance of doing some- 
thing else than those in the smaller income brackets. 

Mr. Horan. I would like to see some of our Farmers’ Home Ad- 
ministration borrowers graduate into these other fields. I suspect you 
do have some statistics on that. 

Mr. Ducean. No; we do not. We have been unable to get statistics 
on it. There is a provision in the law though that, when they have 
reached the point that their net worth is such that will qualify them 
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for a commercial bank loan or cooperative loan, they are supposed to 
be taken off the Farmers’ Home Administration program. 

Mr. Wurrren. I think you can get that when representatives of the 
“armers’ Home Administration appear later. 

Mr. Duacan. We could not give it to you because we do not have it. 

Mr. Horan. It is a valid principle. We know that, in a condition 
where a man begins to slip and he cannot borrow from Farm Credit 
Administration facilities, then he is eligible, if he is a good man, to 
go to Farmers’ Home Administration. It is a poor ladder you cannot 
go up and down on. 

Mr. Dueean. It will possibly take a little nudging because Farmers’ 
Home borrowers do not have to buy capital stock, do not have to 
assume any liability for other members’ loans, and do not have to pay 
as high an interest rate and possibly can get loans a little quicker be- 
cause the neighbors do not have to pass on them. 

Mr. Horan. The Government pays a good share of the servicing of 
those loans, too. 

Mr. Dueean. That is right. 

Mr. Horan. We tried to discuss that when we had the Extension 
Service with us yesterday. When we have helped a man to get on his 
feet, he should not expect to be a patron of the Government all his 
life. I know that the tendency is to get the cheapest credit you can 
find, but the Farmers’ Home Administration is a rehabilitating loan 
agency, and borrowers should graduate from that into a responsible 
position in their own credit group or with the Farm Credit Adminis- 
tration or go to a private bank. 

Mr. AnpersEN. In my area, southwestern Minnesota, there is a de- 
cided trend for these Farmers’ Home Administration clients to reach 
such a good solvent position that they can easily obtain credit with 
small commercial banks. I think that is the right trend. 


BALANCE NECESSARY IN AGRICULTURAL CREDIT 


Mr. Wurrren. This whole farm-credit picture is rather complex. 
I like to see us save money, but in view of greatly increased number 
of debts outstanding by the farmers, it may “be shortsighted economy 
to cut down on administrative expenditures which means cutting off 
people who are making collections. 

Now, another thing that I think needs to be pointed out and repeated 
regularly is that the farm-credit system is financed by the sale of 
debentures. They are not guaranteed by the Government. One of 
our problems now is that, as most of the Government money which was 
originally loaned is paid back and they become farmer owned, the 
farmers themselves are getting about as tough as the banks ever 
were. This me: ans that if they cannot go through thesé lending insti- 
tutions of the Farm Credit Administration, of nec essity they go into 
other Gavibunend programs. I do not say this critically of anybody ; 
it is a natural thing. But now we have many problems connected 
with farm credit which do not show unless you dig into it. 

Mr. Dueean. On that point, we have encouraged in every way we 
know how keeping the loans small, for associations to continue to lend 
to the farmer and try to work out with him a lower budget than he 
had last year because I think the farmer has got to do some cutting. 
But associations should be sure that they are financing farmers on 
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sound operations. We work very hard with associations for there is 
some tendency in some areas to get overconservative after they have 
paid off all Government capital. I am convinced, Congressman, that 
if the commercial banks and if the cooperative lending institutions do 
not make reasonably adequate amounts of credit available, regardless 
of the reasons, and if they do not lend to farmers to meet their legiti- 
mate needs, the pressure will be so heavy that the insured and guaran- 
teed loans and direct loans on the books today are very small compared 
to what they will be. 

Mr. Wuirren. The point I have stressed as strongly as anybody is 
that a farmer should not be urged to accept credit he does not need. 
It is not good for him. ‘There are two sides to it and the problem is to 
keep a balance. People might differ as to where to draw that line. 

Mr. Duecan. Some lending rates of the banks for cooperatives were 
adjusted upward early in 1952 to compensate partially for increases 
which had occurred previously in the cost of borrowed funds. Cur- 
rent rates charged by the 13 banks are as follows: On commodity 
loans, 214 percent by 2 banks, 234 percent by 5 banks, 3 percent by 6 
banks; on operating capital loans, 3 percent by 5 banks, 314 percent by 
6 banks, 314 percent by 2 banks; on facility loans, 4 percent by 10 
banks, 414 percent by 1 bank, 414 percent by 2 banks. 


OWNERSHIP OF FARM CREDIT INSTITUTIONS 


A primary objective of all farm credit institutions is to become 
wholly farmer owned through the repayment of all Government cap- 
ital that the United States Government paid in or furnished through 


purchase of capital stock. This objective has been attained by the 
12 Federal land banks and, at January 2, 1953, by 280 of the 499 pro- 
duction credit associations. Yet there is no provision in law for 
either the banks for cooperatives or the Federal intermediate credit 
banks or the production credit corporations to become farmer owned. 

The Government owns the Federal Farm Mortgage Corporation, 
the 12 Federal intermediate credit banks, and the 12 production credit 
corporations, and has the major capital interest in the 13 banks for 
cooperatives. 


CAPITAL AND NET WORTH BY INSTITUTIONS 


The Federal Farm Mortgage Corporation has been liquidating its 
assets since July 1, 1947. The amount of $199,990,000 of the Gov- 
ernment’s original $200 million capital-stock investment has been 
transferred to the surplus fund of the Treasury. As of December 31, 
1952, the corporation has paid dividends of $118 million to the Treas- 
ury—I sent in an additional million yesterday which, added to the mil- 
lion paid in January, brought the total paid to $120 million—had 
earned net worth of $26,105,569; it will continue to pay dividends to 
the Treasury as its cash position permits. 

Mr. Marsnauyt. Mr. Duggan, it is unfortunate that industry cannot 
show as fine a record as the farmers have shown in that regard. 

Mr. Dveean. Federal intermediate credit banks—the Govern- 
ment’s capital investment in the Federal intermediate credit banks 
at December 31, 1952, was $66,850,000 and at the peak it was $100 
million, consisting of the $60 million original capital-stock investment 
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plus $6,850,000 of paid-in surplus supplied to 6 of the banks out-of 
the $40 million revolving fund. 

Mr. AnpersEN. It would seem from what you have just said that 
there is very little subsidy in connection with credit for agriculture. 
Is that not a fact? 

Mr. Duccan. That iscorrect. Ifthe farm credit system were liqui- 
dated today, the surpluses and reserves would almost equal the cap- 
ital. For example, in the Federal intermediate credit banks there is 
$66 million capital and over $44 million reserves. The Government 
would get that. 

Mr. AnperseN. I often think that the word “subsidy” has been used 
too frequently by people who are not familiar with the situation. 

Mr. Ducean. Production credit corporations had reduced the Gov- 
ernment’s original capital investment of $120,000,000 to $36,235,000 
by December 31, 1952. This reduction reflects a transfer of $30,000,- 
000 to the surplus fund of the Treasury and repayments totaling 
$53,765,000 to a capital-stock revolving fund. 

The production credit associations’ initial capital stock was fur- 
nished indirectly by the Government through purchase of association 
stock by the production credit corporations. The corporations’ in- 
vestment in association capital stock has been reduced from a peak of 
$90,086,450 on December 31, 1934, to $7,595,800 on December 31, 1952. 

Possibly some associations may need additional Government capital 
during the year 1953 where they have had droughts, floods, or other 
disasters and the capital will temporarily be put back in if the local 
association asks for it and can justify the need for it. Other associa- 
tions, of course, in 1953 and 1954 will pay back capital so I would not 
expect much increase but would expect a net decline. 

The banks for cooperatives on December 31, 1952, had $178,500,000 
of Government capital and $20,483,000 of capital furnished by farmers’ 
cooperatives who use the banks’ facilities. Plans have been considered 
whereby farmers’ cooperative associations could become the owners of 
the banks for cooperatives but so far legislation concerning this matter 
has not been enacted. The Federal land banks have been wholly 
owned by farmer-borrowers since 1947, through ownership of stock 
in national farm loan associations. 

Mr. Chairman, I have a table here giving the net worth of farm 
credit institutions at December 31, 1952. 

Mr. AnprrsEN. We will have the table inserted at this point. 

(The table is as follows :) 


Net worth of Farm Credit institutions at Dec. 31, 1952 


Earned surpluses 
| 
Institution Paid-in capital — ieee, ES aes Wore 


Reserved Unreserved = | 


| | 
$67, 203, 535.00 | $210,870, 254.70 | $36, 707, 556.58 | $314, 781, 346. 28 
10, 000. 00 1, 500, 000. 00 | 24, 605, 56 f 26, 115, 569. 45 
66, 850, 000. 00 14, 310,000.00 | 30, 275,490.81 | 111, 435, 490. 81 
198, 983, 000. 00 | 45, 837, 540. 79 268, 485, 268. 63 
36, 235, 000. 00 | 15, 346, 700. 80 51, 581, 700. 80 


369, 281, 535.00 | 250, 344,982.54} 152, 772,858.43 | 772,399, 375.97 
| 


TS 98, 037,806.75 | 80, 174, 726. 41 240, 276.34 | 178, 452, 809. 50 
NFLA’s (as of June 30, | 
1968) ...... aa 


65, 271, 342. 50 20, 606, 982. 99 27, 852, 941. 43 | 113, 731, 266. 92 
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RESEARCH AND TECHNICAL ASSISTANCE TO FARMERS’ COOPERATIVES 


Mr. Dueean. I would like to say a little bit about research and 
technical assistance for farmers’ cooperatives. Farm Credit Admin- 
istration assists farmers’ cooperatives in improving their organizations 
and methods through studies of their organizational structures, mem- 
bership relations programs, managerial efficiency, and production, 
marketing, and service activities. In 1952 there were 102 research 
projects in progress. Most of them were conducted with the coopera- 
tion of land-grant colleges and 32 were financed with Agricultural 
Marketing Act funds. The findings of the research work were pub- 
lished in 65 bulletins, circulars, and reports providing a variety of 
information useful to cooperatives. Staff members were also co- 
authors of several experiment station publications reporting results 
of joint projects. 

Personal contact with directors, managers, and operating personnel 
of the farmers’ cooperatives is an important part of the job of col- 
lecting research data and disseminating research findings and recom- 
mendations. 

With declining farm prices the improving of cooperative manage- 
ment is of special significance and one of its principal phases is the 
performance of boards of directors. A comprehensive study was made 
as a basis for recommending standards and procedures for selecting 
able directors of farmers’ cooperatives. Another project compared 
the factors which caused good or poor performance of local purchasing 
cooperatives, and showed how efficiency could be increased through 
better organization and management practices. 

Many cooperatives call for assistance on transportation problems. 
This has been an especially acute problem in the Pacific Northwest 
where considerable assistance is being required by fruit and vegetable 
cooperatives. The problems arising from amendments to the In- 
ternal Revenue Act in 1951 continue to demand attention. 

Farm Credit Administration works closely with officials of the 
Federal and State extension and vocational agricultural services in 
emphasizing the importance of experience of cooperative associations 
as a factor in the business training of rural youth. During 1952 the 
staff participated in statewide conferences, clinics, and workshops 
held in cooperation with these agencies in all of the principal agricul- 
tural regions. To assist in this program Farm Credit Administration 
prepared source material for illustrated lectures and team_demon- 
strations and distributed a circular entitled “Cooperative Business 
Training for Farm Youth.” 

Under the technical assistance programs 186 foreign visitors from 
30 countries were provided with information on cooperative proce- 
dures and practices in the United States through group conferences 
or consultation with staff members. In many instances Farm Credit 
Administration helped these visitors arrange interviews and con- 
tacts with cooperatives. Many foreign governments have adopted 
agricultural cooperation as a national policy to encourage self-help 
and democratic principles of government. The broad experience of 
its professional and technical staff enabled Farm Credit Administra- 
tion to render valuable assistance to the representatives of these coun- 
tries who are interested in learning how American cooperatives are 
formed and operated. 
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ADMINISTRATIVE EXPENSES 


Sound administration and operation at least possible cost is and 
always has been the policy of Farm Credit Administration and the in- 
stitutions it supervises. In 1952, the Administration’s personal serv- 
ice expense was 32 percent below the amount required to perform 
comparable functions in 1940. The total expense was 34 percent and 
the actual dollar cost was 32 percent less in 1952 than in 1940, 

Mr. ANperseN. And that, Mr. Duggan, illustrates that the real value 
of the dollar has been reduced almost one-half during that period. 

Mr. Duacan. And that costs have gone up. We have ional all 
increases in salaries yet have cut the total in the Washington office of 
the Farm Credit Administration 32 percent below what it was in 1940. 

The institutions at the district offices had reduced their personal 
service costs 22 percent below 1940. The combined total of all the 
operating expenses of these institutions and the local associations, 
NFLA’s and PCA’s has increased 25 percent from 1940. All that in- 
crease has come out in the local associations. This was due primarily 
to an increase of 146 percent in the costs of the PCA’s whose loan 
volume was 319 percent greater than 1940. The combined total of 
credit extended by all institutions in 1952 was 332 percent more than 
1940 which is 4 times as much, while the increase in costs is only 25 
percent. I have for the record a table which gives these comparisons 
in detail. The figures are for Farm Credit Administration selected 
comparative data, fiscal years 1940 and 1952. 

Mr. AnpersENn. We shall insert that in the record at this point. 

(The table is as follows :) 
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Farm Credit Administration selected comparative data, fiscal years 1940 and 1952 


1940 actual | 1952 actual 


a = a - —— _ 





Fercentage change 
from 1940 


| 
Number | Amount 


Number} Amount Number Amount 








Personal services (man-years and 
cost 
Farm Credit Administration! , 308 | 
Farm credit system 
Federal land banks (in- 
cluding reimbursements 
from FFMC | , 614 9, 246, 408 
Federal intermediate 
credit banks_- 
Production credit corpo- 
rations aia 294 3881, 575 
Banks for cooperatives 220 | 649, 699 
General agents Z 838, 769 


431 31,073, 975 





Total. pasa sk 5, 991 12, 690, 426 
Total operating expenses | 
Farm Credit Administration! 4, 018, 508 


Farm credit system: ? | 
Federal land banks and 
national farm loan asso- | 
ciations ™ 7 12, 317, 100 ‘ si 17, 883, § 
Federal Farm Mortgage | 
Corporation |. may 9, 864, 126 1, 086, 97 
Federal intermediate | 
credit banks_. . . 1, 490, 764 | ig set 1, 860, 
Production credit corpo- | | 
rations ‘ 1, 362, 934 ‘ 1, 643, 
Production credit asso- 


ciations | 6, 757, 16, 613, 


32 
Banks for cooperatives | 1, 036, 678 2, 010, 
3 


4 41, 099, 


Total. , 32, 829, 2. 
Volume of business 
Federal land banks: | 
National farm loan asso- | | 
ciations 3, 867 |... 1, 181 , 
Loans made 14, 735 | 55, 820, 107 41, 501 237, 059, 076 
Loans outstanding 616, 308 |1, 880, 408, 005 310, 638 |1, 046, 439, 779 


Federal Farm Mortgage | 
Corporation | | 
Loans made - - ade 18,066 | 30, 251, 371 55 3, 036 | 
Loans outstanding 433, 706 | 668, 850, 213 | 37,701 27, 459, 622 | 


Federal intermediate credit | 
banks 
Loans nade pelleted ich wininlll 921, 279 2, 077, 272, 2 
Loans outstanding | 237, 338, 44: 903, 310, 8 


Production credit corpora- | 
tions 
Production credit asso- | 
ciations 
Wholly farmer} 
owned . 
Members - ..| 290, 578 chain 
Farmer-owned stock 16, 680, 100 87, 849, 
Loans made 229, 566 328, 342, 002 281, 062 |1, 376, 542, 930 | 
Loans outstanding....! 217, 128 56 254,805 | 797, 612, 105 | 


Banks for cooperatives: | 
Credit extended ied i 92, 868, 454 |....-- .| 536, 879, 618 
Loans outstanding... -- 1, 689 63, 333, 429 1,995 | 342,377, 354 





! Adjusted for comparability, except for appraisal staff transferred to the FLB in 1951. 
2 1940 total operating expenses are on a calendar year basis. 
* As previously stated; subject to adjustment for directors’ compensation, which is included in 1952 only. 
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Mr. Duacan. Then there is a little different table which follows 
here in this part of my statement. The table includes 83 examiners 
who have to examine and audit the farm-credit institutions every year. 
It includes 34 in the registrar’s offices in the districts, and 12 reviewing 
appraisers in the districts, 

You see that cannot be cut any if we carry out our required statu- 
tory functions. In the districts there was a total of 14,646 —_ 
in 1934, and in 1940 there were 5,991. Today there are 2,117 or 
65-percent reduction from 1940. 

Mr. Anverson. That table shall be inserted at this point. 

(The table referred to is as follows :) 

Farm Credit Administration and the district institutions have made sub- 
stantial reductions in personnel; comparative data are shown in the following 
tabulation : 

Average number of employees (man-years) 


Percentage 
reduction in 


1940 | 1952 | 1952 from— 


1934 | 1940 


Farm Credit Administration: ! 
Departmental ant ‘ 1, 040 
Field ; : ; 268 


Total ‘ <0 ‘ 1, 308 


Districts: 
Appraisers ; , 83 382 
Others 2, 816 5, 609 


Total : 4.6 5 5, 991 
1 1934 data are not available. 
SOURCE OF FUNDS FOR ADMINISTRATIVE EXPENSES 


Mr. Ducean. The funds for Farm Credit Administration expenses 
are obtained from two sources: Approximately 80 percent is assess- 
ments from farm-credit banks and corporations for supervision, ex- 
amination, and services, and 20 percent is a general-fund appropria- 
tion for research and service for farmers’ cooperatives. The distri- 
bution of the Administration’s expenses between assessable funds and 
appropriated funds is determined by cost analysis. 

Administrative expenses of all the institutions comprising the sys- 
tem are paid from their corporate funds. In the case of the wholly 
Government-owned corporations—the Federal Farm Mortgage Cor- 
poration, Federal intermediate credit banks, and production credit 
corporations—limitations of specific amounts for administrative ex- 
penses are fixed by the Congress. They are not fixed for other 
institutions. 


PROGRAM ASPECTS 


As for program aspects of Farm Credit Administration budget 
estimates, [ have reviewed above the significant trends in agri icultural 
economics, credit requirements, and general operating conditions. 
These developments directly influence Farm Credit Administration’s 
program of supervision and examination of the farm-credit institu- 
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tions, and research and assistance to farmers’ cooperatives. How- 
ever, our budget request is based on a policy of economy even though 
we believe that the complexity and volume of our problems will grow 
rather than diminish in the next years. 

Mr. Anpersen. Thank you, Mr. Duggan, for what I consider to be 
a very good statement. 

Mr. Dueean. Thank you very much. 

Mr. Anversen. I have a few general questions I would like to ask. 


OPERATIONS OF THE FARM-CREDIT SYSTEM 


Will you describe briefly the operations of the farm-credit sys- 
tem? Perhaps you would like to describe the organization chart you 
have before you. 

Mr. Duacan. The chart shows the farm credit at the Washington 
level, in the districts, and the local associations. There are 12 farm- 
credit districts in the United States, 499 production-credit associa- 
tions, and 1,153 national farm-loan associations. The Farm Credit 
Administration at Washington is composed of the Governor and his 
staff, Cooperative and Research and Service Division, and uses the 
services of the Solicitor of the Department for legal services. 

Then within Farm Credit, Washington office, we have these different 
divisions. Under the Governor’s office there are Finance and Ac- 
counts, Administrative, Examination, Personnel, Information and 
Extension, Economic and Credit Analysis Divisions. 

Under the general supervision of the Governor there is the Co- 
operative Bank setup which is made up of the Board of Directors of 
the Central Bank for Cooperatives which serves under the Commis- 
sioner who is appointed by the President with the advice and consent 
of the Senate. This Commissioner also has supervision not only over 
the Central Bank but over the Agricultural Marketing Act revolving 
fund and the 12 district banks for cooperatives. 

There is a Production Credit Division which is supervised by a 
Production Credit Commissioner who is also a Presidential appointee, 
appointed with advice and consent of the Senate. He supervises the 
12 production-credit corporations. 

There is a Commissioner who supervises the Intermediate Credit 
Division, also a Presidential appointee. He supervises 12 Federal 
intermediate credit banks. 

There is a Land Bank Commissioner who supervises 12 Federal 
land banks, and is also a Presidential appointee. Also at the Wash- 
ington office there is the Federal Farm Mortgage Corporation with a 
Board of Directors which is composed of the Gover nor, Land Bank 
Commissioner, and a representative of the Secretary of the Treasury. 
Also people on the Washington staff who receive no additional com- 
pensation serve the Federal Farm Mortgage Corporation. 

The Governor is the president of that Corporation. 


FUNCTIONS OF WASHINGTON OFFICE 


The Washington office carries out no lending operations except 
through the Central Bank for Cooperatives, which is a lending in- 
stitution. It is the only instance in the system setup where there are 
13 banks, There are 12 Federal intermediate credit banks, 12 pro- 
duction-credit corporations, 12 land banks, but there are 13 banks 
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for cooperatives composed of the Central Bank and 12 district banks. 
Che Washington office supervises, examines, charters, in some cases 
passes on capitalization, and performs services for the district in- 
stitutions. Those are the principal functions of the Washington 
office, primarily supervision and examination. Only those services 
ire carried on in Washington that can best be carried on for the 12 
district units and as you noticed, we have a very small staff com- 
pared to 1940, performing the functions that are carried on in the 
\Vashington office. 


DISTRICT FARM CREDIT BOARDS 


Then there are 12 districts, beginning with the first district at 
Springfield, Mass, Baltimore, Md., Columbia, 8. C., Louisville, Ky., 
New Orleans, St. Louis, St. Paul, Omaha, Wichita, Houston, Berkeley, 
and Spokane. There are 12 district headquarters. In each district 
there is a bank for cooperatives, a production-credit corporation, a 
lederal intermediate credit bank, and a Federal land bank. 

Mr. Anpersen. Mr. Duggan, are they all located in the same cities? 

Mr. Duaean. Yes: same building, same cities, and occupy adjacent 
offices. 

These corporations which have Government charters are by law 
under the supervision and direction of a farm-credit board in each 
district which is ex officio the board of directors for each of the four 
banks and corporations in the district. ‘Three of these board members 
are elected by the borrowing cooperatives in the area; 1 by produc- 
tion-credit associations, 1 by national farm-loan associations, and 1 
by farmers cooperatives which are borrowers from the cooperative 
bank; 1 is appoimted by the Governor from nominees nominated by 
the national farm-loan associations; 3 are appointed by the Governor 
of the Farm Credit Administration; and that makes up the district 
board of 7 members. 


EXTENT OF CONTROL OF FARM CREDIT BOARD BY FARMERS 


Mr. Anpersen. Through the selection of those boards that you have 
just described, the farmers do not actually control the credit operation, 
do they ¢ 

Mr. Duacan. They control the selection of 4 members of the board 
of 7. 

Mr. Anpersen. Will you repeat how the fourth member is selected ? 

Mr. Dueean. Appointed by the Governor from a list of three nom- 
inees who receive the most votes cast by the national farm loan 
associations, 

Mr. AnpDerseNn. He is appointed by the Governor? 

Mr. Dvudean. “Rppouited by the Governor but he has to be taken 
from the top three that they nominate. In the Columbia district, they 
have for the last 2 times nominated only 1 which was tantamount to 
election. So in that district I know they have complete selection of 
four of the directors and it can happen in any of the other districts. 

Mr. ANpErseN. Some folks say, that in the final analysis, there is no 
such thing as actual farm control. 

Mr. Dvaeean. I think if you will ask those 12 district boards or, if 
you sit in with them at the annual meeting of all the directors that we 
have once a year or if you meet with them in their sessions, that they 
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will demonstrate pretty clearly that they do control policies and opera- 
tions within the law. There are however, certain requirements that 
the Governor has to carry out. The same as the Comptroller of the 
Currency has to carry out certain requirements with respect to national 
banks, 

Mr. AnpersEN. I understand that. 

Mr. Ducean. That does limit their freedom of operation, we do 
write certain regulations with respect to the operations of the farm 
credit institutions. The functions of the Washington office are com- 
parable to the functions performed by the Comptroller of Currency, 
FDIC, and the Federal Reserve with respect to banks that are either 
members of the system or supervised by the system. Then at the local 
level we have the local associations and the borrowing cooperatives. 
The cooperative associations borrow direct either from the district 
banks or from the central bank, or the district bank and the central 
bank will participate in the same loan to a cooperative. The local pro- 
duction credit associations, which are supervised by a beard of direc- 
tors elected by their members, make the loans to the farmer borrowers. 
The Farm Credit Administration supervises the national land as- 
sociations and national farm loan associations, take applications for 
loans from farmer members, pass on the loan, recommend to the 
Federal Land Bank that a loan be made or not be made, and the land 
bank makes the loan. 

The National Farm Loan Association has a capital stock investment 
in the land banks equal to the members’ stock in the association and 
in this way they entirely own the 12 land banks. 


FUNCTIONS OF CREDIT BANKS AND DISTRICT BANKS 


Mr. Anpersen. Are there two methods of access for the borrowing 
cooperative associations? Can they borrow direct from the central 
bank and also from their district bank? 

Mr. Duaean. That is correct. 

Mr. Anpersen. Just why do you have that kind of operation? 

Mr. Ducean. Some cooperatives like your Land O'Lakes covers 
more than one district and it has a loan that is larger than the local 
bank can make under the regulations. 

Mr. AnpersEN. That is the major reason for it? 

Mr. Duaecan. The major reason is where a cooperative covers sev- 
eral districts, to get the loan all in one place for supervision, and 
where the loan is larger than the district bank can make. 

Another function of the central bank is to provide funds to the 
district banks. The district banks do not have authority to sell 
debentures. ‘They can borrow money but they cannot sell bebentures 
or bonds. The central bank has that authority. It sells debentures 
and in turn loans money to district banks which in turn relend to 
cooperatives. 

We would very much like for those 12 banks to be able to issue 
consolidated debentures just as the land banks or Federal inter- 
mediate credit bank can issue consolidated bonds and debentures. 

I think it is important to keep in mind that the production credit 
associations have no capital investment in any of the district farm 
credit institutions; they have no liability at the district level. All 
are locally owned and they make the loans and discount their notes 
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with Federal intermediate credit banks. They are supervised by pro- 
duction credit corporations which are wholly Government-owned 
corporations. 

Mr. ANpersEN. Gentlemen, are there any general questions with 
reference to the chart? 

Mr. Horan. You have a complete service of all four of our types 
of credit agencies in each one of the districts, do you not? 

Mr. Duaean. Yes. 

Mr. Horan. All in the same building? 

Mr. Duaean. In the same building, and in one district there is a 
little different setup in that the Board as Springfield, Mass., has 
elected 1 man as president of the 4 institutions, the bank of coopera- 
tive, production credit corporation, Federal intermediate credit bank, 
and the Federal land bank. He reports directly to the board. Then 
at the local association level in many instances they have combined the 
housing of the national farm loan associations and production credit 
associations. Also, they are using joint secretary-treasurers which 
greatly improves the service to the farmer and we hope in time will 
cut the cost. 

Mr. Horan. It has worked out satisfactorily ? 

Mr. Duaean. It is working out very nicely in that district. 

Mr. Horan. It depends on the type of individual, does it not? 

Mr. Duecan. It depends on many things. You always have to 
deal with individuals. The plan was worked out by the board at 
Springfield. At Baltimore, they have one officer who is president 
of the land bank and also of the production credit corporation, and 
they have a number of joint association offices. The farmers would 


not have it any other way in the Springfield and the Baltimore dis- 
tricts. Some of the other districts are studying the Springfield set- 
up; especially the St. Paul district is interested. 


EXTENT OF MORTGAGE LENDING 


Mr. Anversen. Mr. Duggan, what portion of the farm mortgage 
credit does your system handle? 

Mr. Ducean. The land banks are making about 12 to 14 percent of 
the new mortgage loans made today. Individuals and miscellaneous 
lenders are making about 40 percent. The life-insurance companies 
and the commercial banks make the other, about 45 percent between 
them, roughly speaking. 

Mr. AnpeRsEN. You say the land banks are making only about 12 
percent ¢ 

Mr. Duacan. Twelve to fourteen percent of the new loans. 

Mr. ANnveRsEN. As to the other? 

Mr. Dueean. Production credit associations are making about 8 to 
10 percent of the short-term loans. The banks for cooperatives are 
making about 50 percent, as near as we can estimate, of the loans that 
cooperatives are using from all sources, so that gives about the propor- 
tion that the institutions are making. 

Mr. Horan. Could you give us the percentage of the Farmers Home 
Administration loans? 

Mr. Duaeean. Yes, we can. I believe in the mortgage field it runs 
about 3 percent of the outstanding. I believe the figure for both long 
and short term is about 4 percent. 
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RESEARCH AND TECHNICAL 





ASSISTANCE TO FARM®R COOPERATIVES 


Mr. AnperseNn. Will you give us a little more information relative 
to your project, research and technical assistance to farmers cooper- 
atives. That was a matter of some concern last year. 

Mr. Dueean. That is paid from directly appropriated funds and 
Mr. Hedges who heads the Division is here. If you would like, I 
would like for him to make a short statement and give you any 
answers to questions you might have. 

Mr. ANprersen. Mr. Hedges, we will be glad to hear from you. 

Mr. Hepcrs. As you may know, the authority for the work of the 
Cooperative Research and Service Division is in the Cooperative 
Marketing Act of 1926. The purpose of that act was to provide re- 
search, service, and educational assistance to farmer cooperatives. 
As you know, the farmer as an individual is in a very weak bargaining 
position in the type of economy we have today. Therefore, Congress 
saw fit to encourage the development of cooperatives, a self- “help 
program whereby farmers could join together in their cooperatives to 
improve their bargaining ne both in marketing, in the pur- 
chase of farm sup plies, and in provision of farm business services. 

Mr. Anpersen. As far as I know, Mr. Hedges, there is no other 
division of Government comparable to yours which has for its purpose 
the aiding of cooperatives directly in this sort of research. Is that 
not so ¢ 

Mr. Hepers. If you go to the State level you will find that in the 
State experiment stations are the departments of agricultural eco- 
nomics. Usually those departments work with cooperatives to pro- 
vide some research and service assistance similar to what we perform 
at the Federal level. 

Mr. Anpersen. That is at the State level. There is no duplication 
as far as you know at the Federal level ¢ 

Mr. Henees. Not at the Federal level. We avoid that in this way. 
We have, of course, the credit cooperatives, and we have the REA 
cooperatives, but we work very closely, not only within Farm Credit 
but with REA to avoid duplication. TI might add that we work closely 
with the State colleges. Many of our projects are jointly with them 
and in practically every case when we go into a State we inform them 
of what we are doing because we feel that there is need for close 
contacts of the State colleges with the cooperatives within that 
State and they should know everything that we are doing. We have 
that as a very definite policy. 





FARMERS PRODUCING FOR AN 





OFF-FARM MARKET 





As you know, the farmer today is producing primarily for an off- 
farm market. Just to cite 2 or 3 figures: 100 years ago, 85 percent 
of the people lived on farms; only 15 percent off the farms. Today, 
those figures are almost exactly reversed. The 15 percent who live 
on farms are feeding the 85 percent off the farms and, in addition, 
providing food for export as well. 

Mr. Anpersen. And feeding themselves. 

Mr. Hepers. That is right. 

Mr. Horan. And supplying the raw material for industry also, you 
might add. 
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Mr. Hepers. That means that the farmer has a very specific and 
definite interest in this commercial market he is producing for. I 
might add this, that they look to off-farm sources for a substantial 
portion of farm supplies. The Governor cited a bit ago the increase 
in cash-operating costs of farms. It comes from the fact that farmers 
are buying petroleum products, feed, fertilizer, and many other items 
off the farm. They naturally are very much concerned with the cost 
of these supplies, the quality of them, and the service that is provided 
in connection with them. 

Mr. Wuirren. And they are affected by them, too, are they not? 

Mr. Hepers. Very definitely, sir. 

Mr. Wuirren. I think one of the most effective things we had was 
a survey in New York State covering the years 1907 to 1947. If you 
have any similar tables showing the change from the family type or 
home type of agriculture back in those days to the present commercial 
operation, it would be very helpful in informing the American people 
that the farmer today has a commercial operation, which takes a large 
capital investment. All of us are very much interested in whether 
he continues to produce and the basis on which he produces, because 
54 percent of us are now dependent on the other 16 percent to feed 
us. It makes for a very changed situation in the type of attention 
a government should give to agriculture. I do not mean subsidy—I 
mean the way the laws are writen so that a proportionate share of 
the national income may go to maintaining and protecting the source 
of supply of our food and shelter. 


POLICY WITH RESPECT TO MAKING LOANS TO COOPERATIVES 


Mr. Marsuaty, Mr. Hedges, in my area there have been a number 
of creameries built for the purpose of manufacturing butter, and 
their organization structure has been in existence for quite a num- 
ber of years. They have been attempting to remake their plants in 
order that they can shift from the manufacture of butter to the manu- 
facture of milk products and cheese. A number of times they have 
gone to the bank for cooperatives and they seem to have some diffi- 
culty in obtaining loans through those institutions. The stock an- 
swer is that they do not have enough equity in their investment to 
justify making the loan. Just what is the situation ? 

Mr. Hepers. Mr. Farrington might want to answer that. 

Mr. Farrineron. The banks for cooperatives are like all of the 
farm credit institutions in that they try to make loans which are 
sound from the point of view of credit. Generally, we always ask the 
banks for cooperatives to see that the farmers supply their share of 
capital. We have no fixed ratios. We think that an institution where 
the members do not put up at least 50 percent of the capital either to 
start or within the foreseeable future, is undercapitalized. Lots of 
farmers’ cooperatives, particularly during the times of high prices, 
and when there were requests for expansion of facilities and so forth, 
reached what we thought was pretty well their limit of borrowing 
power. We do not turn down many applications. We usually work 
with the manager and directors to see if we cannot either reduce their 
requirements, or have members put up the necessary additional capi- 
tal. The banks try to make loans only on a safe basis. 
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Mr. MarsHauu. You provide the research and servicing of that type 
of loan, do you not? 

Mr. Farrinoton. Yes, sir; the staff of the banks for cooperatives will 
work very closely with the management, with members, with the 
directors and suggest what should be done or could be done to meet 
the lending requirements of the banks. We always do that. We give 
them all the information we can about it. 

Mr. Heneers. I might say, Mr. Congressman, that in a case of our 
dairy section, at the present time quite a number of the studies we are 
making concern this problem of the shift in dairying from the manu- 
facture of butter to fluid milk uses, and of course your State very 
definitely is concerned. When that shift is made, it usually requires 
what we call a diversified type of plant. It is a much more costly 
plant, a plant that requires much greater volume in order to operate. 
So it is a serious problem of abandoning, shall we say, the small 
country creamery. There is a lot of local pride, as you might expect. 
It is hard to overcome that and get agreement to consolidation. That 
is true not only in dairy but in some other lines. We completed a 
study in California 2 years ago regarding citrus-packing plants, as you 
may know. 

Mr. Duecan. Let me make a general statement as to what our 
policy is with respect to making loans to cooperatives. We sell deben- 
tures in the market. If we have weak loans—those loans that are put 
up as security against the debenture—they will cause, first, an increase 
in interest rate and, second, difficulty in selling the debentures. So we 
try to avoid making weak loans to cooperatives. In reviewing the 
loan applications, we take about four factors into consideration before 
we make a decision. We look first at the net worth, the capital of the 
association, the farmers’ equity or risk capital in the association. And 
a certificate of indebtedness that is held by a farmer member is not 
risk capital. It is a debt. We look at the capital position of that 
association, its net worth, as the No. 1 factor. We make an analysis of 
it with competent people. Then, secondly, we look at the membership 
relations. Are the members supporting the association? Are they 
interested in it beyond just putting the capital in and forgetting 
about it? Will they support it when times get tough? We know at 
times things get tough in any business. We analyze the membership 
of the association. 

Thirdly, we look at the economic need for the cooperative and the 
economic service it is performing in the community and if a coopera- 
tive does not perform an economic service, I do not care what capital 
you put in or what you do, it won’t last. It must perform an economic 
service on a good business basis. We look at that. Then, finally, we 
look at the management to see what the management is. If all those 
measure up, we can make, what you would call a full business loan. 

If it is weak in any one of those links, we try to get it corrected, 
but we may have to cut the size of the loan or even not make the loan 
at all. 

Mr. Wuirren. Mr. Duggan, I would like to repeat here again that 
the borrowing of money from the Bank for Cooperatives, or from 
a production credit association, or from any other segment of the 
Farm Credit Administration, is not borrowing from the Government 
at all. Initially the Federal Government put up the money for the 
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original stock. After repaying the capital investment to the Gov- 
ernment the farm-credit system then gets its money from the sale of 
its debentures in the market place, and these debentures are not guar- 
anteed by the Government. So that you are like any other lending 
institution in that your operations must be such as to maintain a 
oo for your debentures, because you must sell those before you 
have funds to lend. Inno way does the Federal Government guarantee 
the bonds or the debentures which are issued by it. 

It is this point which I believe that the American people do not 
fully realize; certainly in my section they do not. Because a Federal 
land bank has the name “Federal” in it, many people consider it a 
Government agency and forget that it is in reality a commercial 
institution. You have to expand the system to meet the farmers’ 
increased needs as long as in doing so you do not weaken your own 
institutions and thereby fail farmers when they really need it. 

Mr. Duaaan. I think the record is clear that we have met, up to 
the present, the constantly growing needs. In the last 10 years we 
have loaned to farmers and farmer cooperatives, through the farm- 
credit institutions, $15,661,000,000. We borrowed from the public 
$9,718,000,000. That is money for which the Government had no 
liability. These institutions have paid interest on these borrowings 
of $315 million, which is no small amount of interest. These insti- 
tutions have repaid to the Government $356 million of their capital, 
out of earnings and savings. So I think that record in itself will 
show that these institutions have attempted to meet the farmers’ 
needs, and I hope we will be able to continue to meet them as they 
expand and grow. 

Mr. Horan. I have one of these offices in my district. It is at 
Spokane. We have very good leadership in the farm credit field 
there. Occasionally, we will have a marginal request from an indus- 
try regarding the type of loan or loan policies. I never yet have 
found the heads of your gr oups out there but that they were very 
willing to look into the situation and make recommendations if it 
was proper and in order. I want to say also that the existence of the 
Farmers’ Home Administration taking over as it did the Farm Secu- 
rity Administration and the regional agricultural credit corporation, 
I believe is a safety valve that I would like to have you gentlemen 
appreciate and consider. From time to time there comes a demand 
that we do away with that type of lending agency and turn those 
problems over to you. I believe they are outside the realm of your 
proper credit extension. 

Mr. Duaean. I agree with you on that. 

Mr. Horan. They would dilute your ability to properly handle your 
affairs. On the other hand, they supply a need that might otherwise 
find increasing numbers of our population on welfare and the accom- 
panying lowering of morale among certain of our people which might 
become troublesome. As it is, I think they have made good citizens 
out of many people. Somewhere we should set up standards or bench- 
marks where we terminate the extension of liberal and noncollateral 
credit to these individuals who are helped by the Farmers’ Home 
Administration. I think that is in the interest of good citizenship 
and certainly in the interest of the overall solvency of the Nation. 
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VOLUME OF LOAN REQUESTS 


Mr. Marsnauti. Would it be possible to supply for the record the 
number of applications which the Farm Credit Administration has 
had for loans to assist cooperatives in establishing their facilities ? 

Mr. Duccan. Do you want to comment on that, Mr. Farrington ? 

Mr. Farrineron. It would take some time to get it, Mr. Marshall. 
You appreciate that our operations are decentralized into the 12 dis 
tricts. You appreciate, too, that we seldom actually deny an appli 
cation. We usually are able to talk the farmers out of an unsound 
loan; make them see that they want more than they need, or want. it 
for a purpose they do not need it for. We will do our best to get 
the information you want, but it will take several weeks. We will 
have to go through the districts to get it. 


ABILITY OF COOPERATIVE BANKS TO MEET FARM CREDIT NEEDS 


Mr. Marsnaun. Mr. Farrington, in order to enable farmer cooper 
atives to reorganize their financial structure, what can be done to 
provide financial assistance to them through the matter of loans to 
provide for efficiency of operation of their plants and to make those 
plants adaptable to the production of products that are more accept 
able to the market ? 

Mr. Farrtneron. I should say, Mr. Marshall, that the banks for 
cooperatives make many of those types of loans now. In fact, our 
best estimates are that 80 percent of the loans made by the banks for 
cooperatives could not be made by any other institution under the 
same terms and conditions. Stated in general terms, it must appear 
that the cooperative is serving or will serve a genuine economic need 
in the community; that the plans which it has in mind in the way of 
reorganization, increased efficiency, or other rearrangement of its 
plants are feasible from the point of view of savings expected to be 
realized by the cooperative and its members; that the cooperative has 
the confidence and support of its membership; and that, if the net 
worth of the association is not already sufficient so that the loan can be 
made with reasonable safety by the bank, the members will supply 
the additional capital to provide such reasonable safety. 

There undoubtedly are some cases where cooperatives are unable, 
because of feasibility and net worth, to meet the loan requirements 
that the banks for cooperatives must necessarily follow. Tomy knowl- 
edge there is at the present time no way that financial assistance can 
be extended to those cooperatives who are unable to meet the qualifi- 
cations of the banks. 

Mr. Duaean. I think one of the reasons if I can interpose a state- 
ment, would be the lack of members putting in adequate capital them- 
selves to make it a sound loan. It can sometimes be accomplished by 
a large number of members who can put in a substantial amount of 

capite al by each putting a small amount. 


LOOAL FINANCING OF COOPERATIVES 


Mr. Lairp. Mr. Farrington, do you encourage the local cooperatives 
to apply for financing locally first? 

Mr. Farrtncron. Do you mean from commercial banks? 

Mr. Larrp. Yes. 
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Mr. Farrincton. I would not say we encourage them in all cases; 
no, sir; but we certainly raise no question about it. It is optional with 
them. If the local bank is large enough for the cooperative to get a 
substantial part of the money from the commercial bank, we think 
t is a good idea. 

Mr. Larrp. The reason I ask is that the many local cooperatives 

ilways try to get local financing first because they feel that it is good 
public relations in their community. 

Mr. Farrincton. We agree with that policy. We raise no question 
if a cooperative wants to go someplace else to get its financing. Of 
course, sometimes, when a cooperative has all the money borrowed 
that we think it should be borrowing, we object to its getting any 
more unless they pay the bank off. 

Mr. Larrp. But from a public-relations standpoint you can see why 
a cooperative might want to do that because it is a tie with the local 
community and makes the community interested in their operations. 
more so than they would be ia any other way. 

Mr. Anpersen. I think that would be good policy. You certainly 
do not try to do anything to prevent local institutions from making 
such loans? 

Mr. Farrineron. No, sir. 

Mr. Dueean. There are two banks in Atlanta, if I may give an illus- 
tration, that in several instances have told cooperatives that “we will 
make this loan to you if the bank of cooperatives will participate in 

because we want them to give the supervision that we know they 
will give.’ 

Another problem is in local areas. Usually your lending limit of a 
local commercial bank, especially if it is a State bank, is so small rela- 
tive to the needs of cooperatives that they cannot perform the service, 
but we are cooperating with the banks in many cases in loans that they 
make to the same cooperative that we loan to. 

Mr. Horan. You are additional security for that bank, too, because 
most of those individuals bank with that local bank. 


TREND IN FARM INDEBTEDNESS 


Mr. Duacan. You asked a question with respect to the percentage 
of loans the Farm Credit Administration is making to farmers. The 
estimated farm debt as of January 1, 1953, was $15.4 billion. Of that, 
the Farm Credit institutions loaned $2.2 billion. There is one other 
significant figure that startled me when I saw it. It was that at the 
low point in 1946 the total estimated farm debt as of January 1 that 
year was $7.8 billion. Several years later it was double that, or $15.4 
billion. So the farm debt has been increasing a little more rapidly 
than I quite realized from the low point. 


RESEARCH AND TECHNICAL ASSISTANCE TO FARMER COOPERATIVES 


Mr. Anpersen. Mr. Hedges, have you anything further to say rela- 
tive to research and technical assistance to farmers’ cooperatives ? 

Mr. Hepeées. Carrying on from the point that I left a few moments 
ago, let me add this. I was discussing the California study of the 
citrus packinghouses. The research showed very conclusively the 
possible gains from lowering of costs which could come from con- 
solidation. The important thing was that the research was followed 
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by some very specific moves to get that information to the orange pro- 
ducers. Meetings were held, cooperating with State extension people. 
A filmstrip was prepared so that they could see before them what were 
the possible advantages from consolidation. The net result, of course, 
has been this: there are quite a number—I cannot give you the exact 
number—of consolidations that have taken place. This means, of 
course, that farmers are getting their citrus packed at lower cost than 
they otherwise would. 

Now, going back to your case, Congressman Marshall, you in Minne- 
sota have had the advant: ige of a State college and extension service 
which has been making similar research in your State regarding the 
smaller creameries, and have called attention to the possible savings in 
cost and in other ways that might come from consolidation and from 
plants equipped to manufacture a diversity of dairy products. 

Mr. MarsHa.. They have done quite an outstanding piece of work. 

Mr. Hepers. Yes;they have. Iam quite familiar with the progress 
that has been made. It is a difficult problem, more of a problem in 
dairying than in the citrus industry. In California the job was one 
of continuing to handle and package citrus, but in fewer plants. In 
the case of dairying you are forced to change to different products 
than the existing plants are set up to handle. So you have a distinctly 
different problem but still one that somebody has to tackle. 

Mr. Lamp. The same situation exists in Wisconsin. 


NEED FOR SOUND FARM CREDIT SYSTEM 


Mr. Wuirren. I certainly do not want to spend any more money 


- is needed; but, with an increasing farm debt owed by farmers, 

I do not believe that this is the proper time for us to reduce the 
supervision of these lending agencies. Not only must we have a 
sound credit structure now “but, with agricultural prices declining, 
it is obvious that we must jealously guard the soundness of the farm 
credit system, particularly for its effect on interest rates and terms of 
other loans. It might be kept in mind as we question representatives 
of the farm credit | system as to their administrative setup and the 
effect, if any, of reductions in money which might be reflected in 
reductions in personnel supervising the business. — 

Mr. Anpersen. I note that the revised estimates propose a reduc- 
tion of approximately $19,720 below the 1953 appropriation for ad- 
ministrative expenses. 


AUDIT REPORT OF THE AGRICULTURAL MARKETING REVOLVING FUND 


Now, Mr. Duggan, there is another matter I want to go into. I 
have before me a report on the audit of the agricultural marketing 
revolving fund of the Farm Credit Administration for the 4-year 
period ended June 30, 1951. This report, as you know, was sent by 
the Comptroller General, Mr. Lindsay Warren, to tlie chairman of the 
full Appropriations Committee, Mr. Cannon, on September 8, 1952. 
I want you to comment upon the recommendations made in that par- 
ticular report which I believe you are familiar with. 

Mr. Ducean. That is correct. 

Mr. Anpersen. Let me quote for the record. The Comptroller 
General states: 
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Since the banks for cooperatives have been authorized to make loans to coop- 
erative associations for the purposes specified in the Agricultural Marketing Act, 
we recominend that the authority in the act for making loans to cooperative 
associations from the revolving ‘und be rescinded as soon as practicable and 
that the fund with the exception of the investment in the banks for cooperatives 
be liquidated as expeditiously as possible and that all cash balances in excess 
of estimated current requirements for orderly liquidation be paid into the Treas- 
iry as miscellaneous receipts. 

Do you care to comment on that? 

Mr. Duecan. We will be very glad to comment on it. 


PURPOSE OF THE AGRICULTURAL MARKETING REVOLVING FUND 


Mr. AnDerseENn. First of all, what is the purpose of the agricultural 
marketing revolving fund? 

Mr. Dusan. Mr. F: arrington is Bank of Cooperatives Commis- 
sioner and it is under his immediate supervision. 

Mr. Farrincton. The principal purpose of the agricultural market- 
ing revolving fund, Mr. Chairman, and gentlemen, is for capitaliza- 
tion of the 13 banks for cooperatives. This is the revolving fund 
originally appropriated for the Federal Farm Board. When the 
Farm Credit Act of 1933 was passed, the law was amended to provide 
that the sums in that revolving fund could be invested in capital of 
the banks for cooperatives; and that the amount of capital in the banks 
for cooperatives could be increased or decreased by the Governor in 
accordance with the needs of the banks for cooperatives. Also when a 
capital reduction was made, the funds should be returned to the 
revolving fund and be available for resubscription in capital of the 
banks when credit needs arose. 


AMOUNT OF GOVERNMENT INVESTMENT IN FUND 


Mr. Anversen. What is the capital investment of the Government 
in this particular operation ? 

Mr. Farrineron. $178,500,000, Mr. Chairman, as of December 31, 
1952. 

Mr. Duacan. In the banks there are also some additional funds in 
the revolving funds—do you remember the figure? 

Mr. Farrtneton. In addition to the capital invested in the banks, 
there is approximately $5 million of cash in the fund. 

Mr. Anpersen. That is my understanding. I think somewhere in 
this report it refers to approximately $6 million. Is this revolving 
fund serving any useful purpose at this time, Mr. Farrington ? 

Mr. Farrineton. Yes, sir; it is serving a very useful purpose. 

Mr. AnpeERSEN. Will you comment on that? 

Mr. Farrineton. If I may elaborate a little bit on that, Mr. Chair- 
main, if you look at page 7 of the statement which the Governor pre- 
sented, the fourth item down shows the net worth of the banks for 
cooperatives ; the fourth item down, BC’s, paid-in capital, $198,983,000 ; 

earned surpluses, reserved and unreserved, $14,310,000 and $30.275,- 
490.81, respectively, and total net worth of $268,485,268.63. Of that 
$198 million capital, Mr. Chairman, as of December 31, $178,500,000 
was supplied from this revolving fund and $20,500,000 was supplied by 
cooperatives that borrow from the banks for cooperatives. 
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We have had under consideration in connection with the Presi 
dent’s program for reducing Government expenditures and saving 
money wherever possible the question of how much, if any, of this 
money could be returned by the banks for cooperatives to this revolv- 
ing fund. Based on our review and conferences with the principal 
banks from which the Central Bank for Cooperatives borrows and 
representatives of the investment bankers to whom the Central Bank 
sells debentures, we have concluded that we could return during the 
fiscal year 1954 $2814 million to that fund provided the money re 
mained in the fund for resubser iption to additional capital if necessary. 

We think we could do that without adversely affecting the interest 
rates of the banks for cooperatives or affecting the ability of the banks 
for cooperatives to sell debentures. It would reduce the annual in- 
come of the 13 banks around $812,000 at present money rates. But we 
think, as I say, that we can get along with that reduction at this time 
if the money goes in the revolving fund for resubscription. 

The only one of the 13 banks for cooperatives that has authority to 
sell debentures is the Central Bank. The Central Bank has $110 mil- 
hon of debentures in the investment market. It has only been in the in- 
vestment market 3 years. The bankers we have talked with tell us 
that the investors look at the availability of that fund as something 
that supports those debentures in the market, and that our interest 
rates would probably go up substantially on those debentures and our 
salability might fall off substantially, too, if the Agricultural Market- 
ing Act revolving fund was not there to support the debentures. We 
feel that fund should remain available until our debentures have been 
better seasoned in the investment market. 

Mr. Horan. I want to know when the revolving fund becomes an 
obligation of the Government. When do we have to start paying in- 
terest on it? 

Mr. Farrineron. It is my understanding that when sums are de- 
posited in the Treasury in the revolving fund they are available for 
use in Treasury day-to-day transactions and therefore are the same 
as any other c: sh balance in the Treasury and do not cost the Treasury 
any interest. But when they are invested in the banks for coopera- 
tives as they are now, they do cost the Treasury interest. 

Mr. ANpeRSEN. It seems to me that what Mr. Lindsay Warren has 
reference to is your cash balance in this revolving fund. He raises the 
question as to whether part or all of that cash balance should be put 
over into the Treasury. 

Mr. Duecan. The subscription can be made only with the approval 
of the Bureau of the Budget and in consultation with the Treasury. 
The Government cannot subscribe to the capital stock without that 
approval, that is one check and balance. As long as the fund is in the 
revolving fund in the Treasury, it is of no cost to the Government 
whatever. It is merely an authorization to subscribe to capital and 
I think you are correct that he has raised that question but we think 
at the present time that the revolving fund requirements should not 
be modified. 

Mr. ANpersen. Mr. Duggan, have you made an official reply to the 
Comptroller General on this point ? 

Mr. Farrinctron. We have not, yet. 

Mr. Ducean. Not yet. We have had discussions, informal discus- 
sions but no official reply yet. 
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I would like to add one other thing; that original appropriation of 
the Farm Board was $500 million. This is the salvage of $178,500,000 
from that original appropriation and approximately that amount is 
invested in capital of 13 banks plus $5 million in revolving fund. It 
was salvaged from the old $500 million through the sale of elevators, 
quite a number, some 136, were taken over. We have sold all of those, 
| believe, except seven and are in the process of selling those. In 
fact, a few years ago, we sold half a house at St. Paul and got back 
more for half a house than the total loan made against it. It was 
taken as security. 

Mr. ANDERSEN. You would then feel that it is necessary to satis- 
factory operations to retain this $5 million cash balance? 

Mr. Farrinoron. Yes. 

Mr. Duaean. Plus the $2814 million we propose to return to the 
revolving fund during the next fiseal year. That would give you 
$331, million in the revolving fund or $34 million, depending on 
when we sell the elevators. 

Mr. Anpersen. You feel that should not revert to the Treasury? 

Mr. Farrrneron. Mr. Chairman, I do, and here is the reason. As 
I say, we think we can return $2814 million to the revolving fund. 
As long as it is available there we have no question because it will not 
disturb the investors. But the minute they take money out of the 
revolving fund, and put it into miscellaneous receipts, it indicates a 
trend toward depletion of the funds, and it might disturb investors. 

Mr. Roverrs. The advantage of the transaction which Mr. Far- 
rington has been discussing, namely, the transfer of the $2814 million 
back from ¢ apital of the banks to the revolving fund, will save the 
Treasury interest on those funds. Also, the funds will be available, 
as the Governor has said, for general Treasury use; thus there really 
is no loss to the Government. Yet, the fund will provide additional 
security for the bonds and debentures that are issued. 

Mr. AnpersEN. It will add to the confidence in the whole operation. 

Mr. Roserrs. That is the importance of it. 

Mr. Duaean. It is like going to the bank to get a line of credit. 
You are authorized to borrow so much and you don’t pay interest on 
the money until you get it. 


FARM-OPERATING COSTS 


Mr. Larrp. Somewhere along the line here I would like to get 
developed in your testimony the costs of operations on farms, cost 
of equipment, and the costs between different sections of the country. 
[ think this has a direct bearing on the work. 

Mr. Dvuacan. I did not bring the tables with me. I have some on 
the change in cost of operating a corn and hog farm in the Corn Belt, 
beef farm, and dairy farm. 

Mr. Latrp. I would like it developed in the record. I think it is 
important and has a direct bearing on your work. 

Mr. Dueean. I can give you actual cases on about four types of 
farms, some surveys made by the Bureau of Agricultural Economics, 
and one of the outstanding or most significant points in those studies 
was the increase in the capital required for non-real-estate-capital 
purposes—that is, for machinery, for livestock, and those types of 
capital requirements that are not covered in a mortgage. 
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Mr. Lairp. I would like to have the figures presented in such a way 
tiat we could see a comparison over a period of a few years. 

Mr. Dueean. They are based on 1937 to 1941, I believe, compared 
with a later date, about 1949 or 1950. 

Mr. Larrp. Is that agreeable with you, Mr. Chairman ? 

Mr. ANpeRSEN. Yes. 

(The information requested follows :) 


The changed financial picture for farmers is brought out in two accompanying 
tables. The first, entitled “Capital Requirements in Farming,” shows the sharp 
increases in the non-real-estate capital required, particularly since before the 
war. For each of the three areas covered there has been approximately a 
300-percent increase in the investment in machinery, equipment, livestock, and 
crop inventory. While the value of the real estate also has increased, the per- 
centage of the total investment represented by the land and buildings has declined. 

The second table, relating to selected groups of farms in the Corn Belt, brings 
out again the sharp increase in the total amount of capital required. In addition, 
it shows increases in cash receipts but even greater increases in cash expenditures. 
The latter trend may be illustrated by comparing the annual cash expenditures 
with the total investment in the farm. While in 1940 it took from 4% to about 
7 years for expenditures to equal total investment, by 1951 it had dropped to 
from 344 to about 4 years. These large capital investments and the heavy cash 
operating expenses both result in increased demands for credit. In addition, 
the high level of expenses, many of which are relatively fixed, add to the risk in 
the event of fluctuations in farm income. 


Capital requirements in farming ! 


[Dollar items in thousands] 


Hog-beef fattening, Corn Cattle ranches, inter- 
Belt 


| Dairying, eastern Wisconsin 


























| | mountain 
Item -—— en e -| 7 —— 

Pie ae x, | Percent | oo 4, | | Percent | Percent 

| 1937-41 | 1951 | increase | 1937-41 1951 | increase | 1937-41 1M lee cane 

Acres d 195 | 214 10 115 | 123 | 7 1,573 | 1, 665 6 
Investment | | 
Machinery | | 
and equip- | | | | 

ment 1.3 3.2 148 1.3 | 4.8 265 1.4 4.0 177 

Livestock 2.4 10.8 352 | 1.9 6.2 235 12.8 39. 6 210 

Crops 1.4] 6.7 380 4] 2.1 428 9 | 4.9 452 

Subtotal 5.1 20.7 308 3.6 13.1 | 268 15.1] 485| 321 

Land 15. 7 46.4 195 8.7 19.7 27 | 14.0 | 29. 6 113 

Total 20.8 67.1 222 12.3) 3828] 168 20.1] 78.1] 169 

Percent in land 75. 6 O08 doesn cance 71.0 | 60, 2 |...-- 48.0 | 37.9 alias 








1 Data from Farm Costs and Returns, 1951, with Comparisons, F. M. 93, Bureau of Agricultural Econ- 
omics, U. 8. Department of Agriculture, June 1952. 
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Average acres, investment, and cash receipts, expenditures, and nel income per farm 
in 1940 and 1951, for selected groups of Corn Belt farmers ! 


Southeastern ical 4 Northwestern 
Minnesota Eastern lowa Illinois 
Item 


| 1940 1951 \ 5 1940 1951 





Number of farms ; an 148 54 145 5g 45¢€ 330 
Acres per farm................- 225 22: 245 2 ‘ 228 


Investment: 
Real estate ? -s ied | 5, 7: $34, 291 $27, 663 M4, 44) 27, 43 2, 488 
Nonreal estate - - | 7, 9, 163 75 26, 255 9,174 29, 342 


Re iidareneintelens ‘i 23, 532 53, 454 39, 42 90, 703 36, 613 , 830 


Total cash receipts-.- td . ee | 5, 948 , 493 | , 54: 27, § , 85 34, 308 
Total cash expenditures__.........-- 3, 986 2, 899 8, 717 23, 678 5, 27 29, 362 


Net cash income , 962 , 504 | i, 826 » 267 2, 58 5, 031 
Number of years for cash expenditures to | 
equal: 
Total investment 5.9 4 
Nonreal-estate investment - - 2.0 1 


| 
| 
| 
1 Data from University of Minnesota, Iowa State College, and University of Illinois cooperative record- 


keeping projects. ; 
2 Adjusted to current market value basis. 


HIGH AVERAGE GRADE OF THE FARM CREDIT ADMINISTRATION 


Mr. Anpersen. Mr. Duggan, your average grade, 8.3, is far above 
the average for the Department of Agriculture. Just why is that? 
Mr. Duaean. That is in the Washington office of the Farm Credit 


Administration. The majority of the employees in the ones srative 


Research and Service Division are technical men who are making re- 
search studies. Many of them have their masters’ and doctors’ de- 
grees. In the supervisory work we do, we have to have men with 
special qualifications, experience, and technical training; the major- 
ity of our men are of that type. 

We have 83 examiner positions. I believe the minimum range in 
that position is 7. ‘These examiners have to have the same qualifica- 
tions as national bank examiners. They are the ones that examine and 
audit the district banks and corporations, and they examine and audit 
annually the 499 production credit associations and 1,153 national 
farm loan associations. 


PERSONNEL ANALYSIS 


Mr. Anversen. Mr. Duggan, I wish you would describe the duties 
of the 57 people in your ‘Administrative Division, the 10 people in 
personnel, the 10 people i in the Information and Extension Division, 
and the 58 people in the Finance and Accounts Division. That can 
be done by insertions in the record. 

(The requested information follows :) 


FUNCTIONS OF CERTAIN DIVISIONS OF FARM CREDIT ADMINISTRATION 
EXAMINATION DIVISION 
Conducts annual examinations of the banks, corporations, and associations 


of the farm credit system; makes special examinations and investigations when 
required ; prepares reports and analyses of facts disclosed by the examination 
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for the information and guidance of officials of the Washington office, the boards 
of directors, and officers of the institutions examined; compiles data for and 
consults with the GAO with respect to the audit of the Farm Credit wholly 
Government-owned corporations by the GAO. 


PERSONNEL DIVISION 


Plans and administers the personnel program for the FCA; provides leader- 
ship in the development of and reviews and coordinates personnel standards, 
policies, and procedures of the districts; approves for the Governor or recom- 
mends approval of all district personnel changes; surveys the district personne! 
offices to determine whether their operations conform to approved personne! 
standards and procedures. 


INFORMATION AND EXTENSION DIVISION 


Plans and supervises the dissemination of information to the public regarding 
the farm credit system and farmers’ cooperatives generally; directs educa- 
tional extension programs; prepares news releases, information bulletins, pam- 
phiets, radio programs, motion pictures, etc.; collaborates with operating divi- 
sions of FCA in developing and carrying out membership education programs ; 
and advises the district information agents in the development and execution 
of their informational and educational programs. 


ADMINISTRATIVE DIVISION 


An Administrative Division provides the Washington office with stenographic, 
purchase and supply, filing, mail, and graphic services. It also handles issuing 
orders, instructions, and manuals, and provides office survey services to both 
the Washington office and the districts. It handles for the Governor and the 
Commissioners the details in the election and appointment of directors of the 
farm credit boards. 


FINANCE AND ACCOUNTS DIVISION 


The Finance and Accounts Division assists in formulating financial policies and 
programs for the system. It compiles and analyzes financial and statistical data 
on the operations and conditions of the various credit units, and prepares annual 
budgets. Prescribes, standardizes, and controls the account classifications in 
the banks and corporations supervised by Farm Credit Admiinstration. Com- 
piles combined financial and operating reports and statements for administra- 
tive nse. Maintains accounts for all funds made available to the Farm Credit 
Admiuistration for administrative expenses and for investments in capital and 
surplus by farm credit banks and corporations. Prepares payroll of Farm Credit 
Administration and maintains related accounts and records. Audits all ex- 
penditures of Farm Credit Administration. It handles through 12 registrar 
offices the collateral for bonds and debentures. A fiscal agent in New York City 
handles the sale of these securities. 


MOTION PICTURE SERVICE 


Mr. Anprrsen. As to films and motion pictures, I presume that the 
research section is about the only place where they are used ? 

Mr. Duacan. Some of the corporations and banks in the districts 
make their own films. We assist in it. The wholly farmer-owned 
land banks have made a film; all farmer expense there. The produc- 
tion credit associations, which are largely farmer owned, subscribed 
to a fund and asked the Washington office to administer that fund in 
making film they wanted. 

Mr. Anpersen. None of these comes out of diréct appropriations? 

Mr. Duagan. Yes. 

Mr. Anpersen. You mentioned using them in research. 

Mr. Duaean. I believe there has been one film on farm credit that 
was made out of appropriated funds in 1952. No provision is made 
in 1953 or 1954. 
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IBM MACHINE USE 


Mr. Anpersen. How many IBM machines do you have in your 
organization ? 

Mr. Duean. At the Washington level or in production credit corpo- 
rations and the Federal Intermediate Credit banks / 

Mr. Anprersen. We will limit it to the portion having to do with 
the direct appropriation. 

Mr. Witxinson. We have an annual expenditure for IBM for the 
central office of approximately $11,000 a year. It is. set up and oper- 
ated as a service unit in Farm Credit Administration. A part of the 
equipment is used in compiling statistical information that is utilized 
in the cooperative research and service operation. A part of it is at 
times utilized in the compilation of what we consider a very impor- 
tant item of Farm Credit Administration the mortgage-recording 
operation. About 57 percent of the time and cost of equipment is 
itilized in maintenance of the records of Farm Credit Administration 
for costing and distribution of cost to the constituent agencies. 

Mr. Anprrsen. Would you say, Mr. Wilkinson, that you are mak- 
ing good use of the machines for which you pay rent ? 

Mr. Witxryson. I think we are making a substantial contribution 
to the reduction of Farm Credit Administration expense through the 
utilization of IBM equipment. I do not believe that we could manu- 
ally carry on the same functions we are carrying on without greatly 
increased costs. 

Mr. AnpERSEN. What percentage of the time would you say these 
machines are in use? 

Mr. Witkinson. I would say they are in use better than 75 percent 
of the time, sir. 

ECONOMISTS 


Mr. Anpersen. You have 29 economists in your organiz: ition, Mr. 
Duggan. Will you place in the record at this point a résumé of these 
people, their grades, and a short statement relative to the work of each. 

Mr. Duccan. Yes. Most of them are in the C ooperative Research 
and Service Division doing research work. 

(Information requested is as follows:) 


30505—53—pt. 3138 
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Economists included in 1958 column of 1954 detail of personal service 


Num- 
ber 


; 
i€ 


Grac Description of duties 


technical 
farmers’ 
cultural econo- | The 8 GS-13 agricultural economists direct difficult market 
ist research and service assignments requiring close working rela 
tions with officials of cooperative marketing, purchasing a: 
business service associations, and with staff members of t! 
State agricultural colleges. They supervise and assist ot! 
agricultural economists on specific assignments. They direct 
research in the following areas: Business administration anc 
membership problems of cooperative associations; foreig 
trade problems of cooperatives; merchandising methods, costs 
and efficiency of cooperative associations in marketing cotto 
oilseeds, poultry, tobacco, sugar, rice, and similar crop 
lowering of transportation costs for cooperative organization 
increasing effectiveness and efficiency of operation of mutua 
insurance and irrigation associations; procurement and dis 
tribution methods and problems of farm supply purchasir 
associations handling feed, fertilizer, seed, petroleum prod 
ucts, and similar commodities, 
he 11 GS-12 agricultural economists under general supervisior 
of GS-13 or GS-14 agricultural economists, but with wid 
latitude for independent action, carry on difficult researc! 
and service assignments. Such research projects relate to th 
following: Tax and accounting problems of coopertives 
organizational efficiency of local and regional cooperativ 
methods, costs, and efficiency of cooperative oil mills, grair 
wool, livestock, dairy, and poultry associations; merchandi 
ing and processing by frozen-food locker associations; develo; 
ment of national statistics on membership and volume 
farmers’ marketing and purchasing cooperatives in th 
United States; special studies on cooperative trends by com- 
modities and territories. These economists also handle im 
portant segments of research listed in preceding paragraph 
he 3 GS-11 agricultural economists, under supervision of 
GS-13 or GS-12 agricultural economists, have considerable 
responsibility in moderately difficult research and servic 
wsignments. These relate to the dairy, grain, and other com 
modity projects listed above 
his GS-9 agricultural economist, under close supervision of 
GS-13 or GS-12 agricultural economists, assists in analyzing 
data and preparing reports, and carries on research or servic 
projects or segments of such projects of moderately eomplex 
nature relating to costs and efficiency of cotton marketing, 
oilseeds processing, and marketing associations. 
Economic and credit ana- 
lyst: 
Agricultural econo- | 1 of the 3 positions is presently vacant and is to be eliminated; 
mist. the work to be absorbed within the remaining staff. These 
do. employees plan and conduct economic and credit studies, 
the results of which aid Farm Credit Administration officials 
and the farm credit institutions in maintaining the sound- 
ness and effectiveness of agricultural credit. They report 
on the trends and outlook of agricultural prices, income and 
values, and banking and credit conditions in the United 
States and abroad as they relate to the farm credit institu- 
tions. They advise and assist farm credit district offices in 
their economic and credit studies. They have been of ma- 
terial assistance in developing and maintaining normal 
agricultural values for appraisal work. ‘They are now in the 
process of determining the credit requirements in areas where 
farmers are shifting from 1 type of operation to another, and 
whether existing credit facilities are adequate for this kind 
of financing. 
Information and exten- 
sion 
Agricultural econo- | This employee works with Federal and State extension services 
mist and farmers’ organizations to disseminate information re- 
garding the agricultural credit services available from the 
farm credit institutions and other sources. He assists the 
above services and organizations in the establishment of 
means for informing the farmer and his organizations of 
the principles and factors to be considered in intelligently 
using credit to finance operations. 
Financial Analyst 
Financial economist Since the report was submitted the positions have, in accord- 
ance with Civil Service Commission specifications, been 
reclassified as ‘‘Financial analyst.” 








1047 


LEGAL AUTHORITY 


Mr. ANpERsEN. Will you also place in the record the basic legal 
.uthority for all of your operations and indicate whether they are 
mandatory or permissive. 

Mr. Duaean. Yes. Could I put in the record here that several 
years ago Arthur Anderson & Co., of Chicago, audited the Farm 
Credit Administration for the General Accounting Office and in their 
audit report they stated : 


In the course of our survey, we observed no programs and no expenditures 
or other financial transactions or undertakings which had been carried on or 
made without authority of law. 


We are very proud of that statement. 
(The information requested is as follows :) 


Basic statutory authority for Farm Credit Administration activities 


itation of authorization (U. 8. C., Public Law 
No., Executive Order No., or Secretary Mem Purpose of authorization 
ndum No 


AC ENCY AUTHORIZATIONS 


xecutive Order No. 6084, effective May 27, 1933 :dminister and coordinate the farm-credit systen 
Reorganizstion Plan No. 1, See. 401,5 U.S.C which is a national farm-loan program for agricultural 
133t, Note; Secretery Memorandum No. 846 credit For a list of the basic institutions com posing 
Jan. 6, 1940 os lso draws authorit the farm-credit system, see below 
m acts of Congress cited below 
yperative Rese rch and Service Division 
Cooperstive Marketing Act (7 U.S. C. 451 lo earry on research for, to conduct studies of, and to 
457); Executive Order No. 6084 render technic: istance to cooperative associations 
of farmers 
gricultural Marketing Act revolving fund: 
Sec. 6, Agricultural Marketing Act (1: riginally, to make loans to farmers’ cooper 
U.S. C. 1141d), ssociations; now used to furnish ce pital for the banks 
for cooperatives 


tive 


PROGRAM AUTHORIZATIONS 


Feders! land banks 
Federal Farm Loan Act, as amended and lo provide long-term f* rm-mortgage credit to farmers 
supplemented (12 U. 8. C. 641 et seq.). through farmers’ cooperative credit organizations 
National farm-loan associations 
Federal Farm Loan Act, as amended and sup- | These are local associations of farmers through which 
plemented (12 U. 8. C. 641 et seq.). Federal land-bank Joans are made and serviced. 
Federal intermediate credit banks: 
Federal Farm Loan Act, as amended and sup- | To provide short-term and intermediate credit to agri- 
plemented (12 U. 8, C, 1021-1129). culture by way of loans and discounts to primary 
lenders. 
Production credit corporations: | 
Farm Credit Act of 1933, as amended (12 | To provide capital for and to supervise production 
U. 8. C. 1131-11311, 1138-1138f). |  eredit associations, (See below 
Production credit associations: 
Farm Credit Act of 1983, as amended (12 | These are local associations of farmers which make loans 
U. 8. C, 1131d—1131h, 1138-1138f. to their members for agricultural purposes under su- 
pervision of production credit corporations. 
Banks for Cooperatives (including central bank) 
Farm Credit Act of 1933, as amended (12 | To make loans to eligible cooperative associations of 
U. 8, C. 1134-1138f), Agricultural Market- farmers. 
ing Act (12 U. 8. C. 1141-1141)). | 
Federal Farm Mortgage Corporation: 
Federal Farm Mortgage Corporation Act, | To finance land-bank commissioner loans and to aid in 
as amended (12 U. 8. C. 1020-1020h); financing Federal land banks. (Authority to make 
sec, 32 of the Emergency Farm Mort-| new commissioner loans expired on July 1, 1947.) 
gage Act of 1933 (12 U. 8. C, 1016-1019). | 
Research and Marketing Act of 1946: | 
Research and Marketing Act of 1946 (7 U. 8. | To provide for additional agri-ultural research and to 
©, 427, 427h-427j, 1621-1629). improve and facilitate marketing and distribution of 
agricultural commodities. 


EXAMPLES OF TYPICAL POWERS AND RESPONSIBILITIES 


Continuing supervision by Farm Credit Administration has been provided for 
in the laws authorizing the organization of the banks, corporations, and associa- 
tions which make up the farm-credit system. A large number of specific powers 
and duties were vested in the governor, the commissioners, or the Farm Credit 
Administration, and, in addition, general supervisory powers including authority 
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to make rules and regulations and to exercise incidental powers necessary or 
requisite to fulfill the duties of the Farm Credit Administration were granted 

Following are typical powers and duties specifically required of the Farm 
Credit Administration: 

(1) To appoint district directors and directors at large (12 U. 8. C. 640b, 640d, 
640¢ ) 

(2) To approve employment and compensation of officers and employees of 
district corporations, production credit associations, and national farm-loan 
associations (12 U. 8. C. 677a, 713, 1022, 1131d, 1134). 

(3) To require examinations of corporations and associations and apportion 
the costs of examinations to these units on an equitable basis (12 U. 8. C. 662, 
831 (e), 

(4) To estimate the cost of supervision, apportion it on an equitable basis 
and collect the same in advances by assessment upon the corporations (12 


3) 


). 
review and alter the rate of interest to be charged by Federal land 
banks for loans made by them (12 U. S. C. 831 (b)). 

(6) To prescribe the terms and conditions subject to which the banks for 
cooperatives are authorized (a@) to make loans, (b) to buy and sell any note 
draft, bill of exchange, debenture, or other obligation, or any interest therein, 
(c) to borrow, and (d) to discount or rediscount paper (12 U. 8S. C. 1134c). 

(7) To approve loans by a production credit association to any borrower in an 
amount in excess of 50 percent of the association’s capital and guaranty fund 
(12 U.S. C.1131g). 

(8) Approval of debenture issues and other borrowings by FIC banks (12 
U.S. C. 1041-1044) 

(9) Approval of interest and discount rates charged by FIC banks (12 
U.S.C. 1051). 


FreperaAL Farm MorrGacr Corroration 


Amounts available for administrative ex pe 


1952 actual | 1953 estimate | 1954 estimate 


Limitation or estimat $1, 100, 000 $950, 000 | $800, 000 
Unobligated balar , estimated s ngs 110, 190 


Total administrative expenses 989, 810 950, 000 800, 000 


Administrative expenses by activities 
Payment for administrative services: 
~ 1952 $989, 810 
1953 950, 000 
1954 800, 000 


Administrative expenses by objects 


classification 1952 actual | 1953 estimate | 1954 estimate 


07 Other contractual services 
Payment for services received | 


Federal land banks , 133 $945, 900 $795, 900 
Federal Reserve banks 498 500 | 500 
Treasury of the United States — 200 600 | 600 
General Accounting Office audit expense 2, 377 3, 000 | 3, 000 
Miscellaneous 2 |. ; Ais 


Total administrative expenses aie 989, 810 | 950, 000 | 800, 000 
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{mounts available for obligation 


}. 700 $499, 478, 900 $499. 550, 000 


7} 


5, 20¢ 71, 100 50), 000 


499. 478, GOO 490, ASD. O00 499. 600, 000 
ubsequent year 499, 478, 900 499, 550, 000 499. 600. OOK 


; 
incurr 


Analysis of expenditures 


repayment of borrowings (total expenditures out of prior a 

fations 
1952 $115, 200 
1953 71, 100 
1954 ; ; ; ‘ — 50, 000 


ote 


ein 


lan 
und 


Mr. Anpersen. Relative to the Federal Farm Mortgage Corpora- 
tion, we will have inserted at this point pages 536 through 539 of the 
ustifications. Who is in charge of this particular division ? 

Mr. Dueean. I am President of the Corporation. It operates 
under a Board. It has no employees. 

(The material requested is as follows :) 


PURPOSE STATEMENT 


The Federal Farm Mortgage Corporation (wholly Government-owned) was 
created by the Federal Farm Mortgage Corporation Act approved January 31, 
1934 (12 U. S. C. 1020 et seq.), with the following authorities: Finance Land 
Bank Commissioner loans, purchase Federal land-bank bonds, make secured 
loans to Federal land banks, exchange its bonds for Federal land-bank bonds, 
and obtain necessary funds through sale of its own bonds. The authority to 
finance Land Bank Commissioner louns is now exercised only in the liquidation 
and collection of existing Commissioner loans, authority to make new Commis- 
sioner loans having expired July 1, 1947. To carry out the aforementioned 
authorities the Corporation was capitalized at $200,000,000, subscribed for by 
the Governor of the Farm Credit Administration on behalf of the United States 
lreasury, and given authority to issue and have bonds outstanding at any one 
time in an aggregate amount not to exceed $2,000,000,000. 

Since July 1, 1947, the Corporation’s primary function has been that of liqui- 
dating its assets. This has resulted in the transfer to the Treasury surplus 
fund of $199,990,000 capital, and the payment of dividends into the general fund 
of $113,000,000 as of June 30, 1952. The Corporation has no unmatured out- 
standing bonds and its borrowing authority has been reduced to $500,000,000. 

The Corporation has no employees. The services and facilities of Farm Credit 
Administration and the Federal land banks are utilized in carrying out the 
functions of the Corporation. 

Administrative expense limitation: 
Limitation, 19538 : ; ; $950, 000 
Budget estimate, 1954 800, 000 


Administrative expenses 


Appropriation act, 1953, and base for 1954 , $950, 000 
Budget estimate, 1954............-.-~.- 800, 000 


Decrease (reduction in payments to the Federal land banks for 
servicing the Corporation's assets) ee edna —150, 000 
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Project statement 





. 1953 1954 
— 952 Jecrease 
Project 1952 (estimatea)| Pecrease | (estimated 
trative services 
nks $987, 133 $945, 900 | —$150, 000 $795, 91 
United States 0 600 6 
banks 408 500 | wy 
y Office audit expense 2, 377 3, 000 3, 00 
9 
Subtotal 989, 810 950, 000 150, 000 800, 00 
t bligated balance 110, 190 
tal limitat r timate. 1, 100, 000 950, 000 — 150, 000 800, 00 


DECREASE 


1. A decrease of $150,000 in payments to the Federal land banks for servicing 
the Corporation's assets—The Federal land banks perform the Corporation’s 
eredit functions on a reimbursable basis. Since the Land Bank Commissioner’s 
lending authority expired July 1, 1947, this work has involved only the servicing 
of loans and other assets. The Corporation negotiates contracts covering the 
servicing of its assets with the 12 banks and pays them at the contract unit 
ate for assets serviced during the year. Maximum payments under the 1954 
contracts are estimated at $795,900 ($150,000 less than 1958). This estimate is 
based upon the estimates of the 12 Federal land banks and the judgment of the 
Corporation’s officers. 


STATUS OF PROGRAM 


Creation and purpose The Corporation was created by the Federal Farm 
Mortgage Corporation Act (12 U. 8S. C. 1020 et seq.) with the following author- 
ities: Finance Land Bank Commissioner loans, purchase Federal land bank 
bonds, make secured loans to Federal land banks, exchange its bonds for Federal 
land bank bonds, and obtain necessary funds through sale of its own bonds. 
Since July 1, 1947, the Corporation’s primary function has been liquidating its 
assets 

Organization and management.—-The Corporation’s Board of Directors, con- 
sists of the Secretary of the Treasury or an officer of the United States Treasury 
designated by him, the Governor of the Farm Credit Administration, and the Land 
Bank Commissioner. The Corporation utilizes the services and facilities of 
Farm Credit Administration and the Federal land banks, to carry out its 
corporate functions. 

FUNDS 

1. Capital stock.—The Federal Farm Mortgage Corporation Act (12 U. 8. C. 
L020b) provided for $200,000,000 of capital stock. Under subsequent enactments, 
the Corporation has transferred to the surplus fund of the Treasury $199,990,000, 
leaving $10,000 outstanding capital stock. 

2. Retained earnings.—The Corporation had unreserved retained earnings of 
$28,870,954 and a reserve for contingencies of $1,500,000 at the end of fiscal year 
1952. The Corporation has declared and paid into the general fund of the 
freasury dividends of $118,000,000 as of December 31, 1952. Further payments 
will be made as the Corporation’s realizations from liquidations permit. 

3. Financing program.—During its period of operation the Corporation utilized 
all of its authorized capital stock of $200,000,000 and borrowed approximately 
$3,000,000,000 through the issuance of bonds. The Corporation has authority to 
issue and have outstanding bonds which are fully and unconditionally guaranteed 
by the United States in an aggregate amount not to exceed $500,000,000; no 
unmatured bonds were outstanding at June 30, 1952. 












rYPE AND RESULT OF OPERATIONS 





1. Lending program.—The Corporation’s authority to make new Commissioner 
loans expired July 1, 1947. In its operations 679,803 mortgage loans have been 
made in the amount of $1,217,925,322: credit has also been extended to farmers 
in the form of purchase money mortgages and sales contracts. At June 30, 1952, 
$29,348,087 in assets remained to be liquidated ; this consists of 37,701 mortgage 
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ans amounting to $27,459,622, and $1,888,415 of purchase money mortgages, sales 
ntracts, other loans receivable, and real estate. Loan repayment during the 
scal year 1952 were $10,422,705; the estimates for 1953 and 1954 are $7,349,000 
nd $5,572,000. 
Sale of assets to Federal land banks.—The Federal land banks are em- 
wowered under the act of June 30, 1945, to purchase mortgages and sales contracts 
m the Corporation. As of June 30, 1952, the banks had purchased 1,061 loans 
nd purchase money mortgages amounting to $946,830. 
Operating results—Operations in 1952 resulted in a net budgetary receipt 
$12,280,937, net budgetary receipts of $8,245,000 are estimated for 1953 and 
“5.042.100 for 1954. 
j Disposal of mineral interests.—Mineral interests held by the Corporation are 
ng sold pursuant to Public Law 760, Sist Congress. The Corporation utilizes 
services and Sacilities of Farm Credit Administration and Federal land banks 
such sales; reimbursements to them for such services and incidental costs 
treated as nonadministrative expenditures. 
Summary of operations.—The actual operations for the fiscal year 1952 and 
mated for 19583 and 1954 are summarized in the following table: 


¢ S100. 329 100. 000 0 
’ i I fi ] & OR4 { ) 0. 000 
ti xp ISG, 810 0 8 0 
x a 115, 404 ) l y 
f I i l 0 
ted l 4 wy 7, 000. 
| K } 0 
69. 78 1 ny) 7 0 
I S$ PROVIDEI 

of loans 10, 442, 705 7, 349, 000 5, 572, 000 
ty 1, 226, 740 760, 000 467, 000 
1, 723, 607 1, 283, 100 965, 100 
Jecrease in workir pital 142, 472 52, 800 15, 300 

) ase in ‘T su 1, 834 
Total 15, 369, 787 9, 444, 900 7, 039, 400 


DECREASE IN PAYMENTS TO FEDERAL LAND BANKS 


Mr. Anpersen. Now, I note there is a decrease suggested of $200,- 
000. Will you discuss that, please ? 

Mr. Duaean. All of the expense covered by this item of Federal 
Farm Mortgage Corporation relates to the liquidation of its assets, 
comprised principally of loans. These loans are serviced by the 
Federal land banks and national farm loan associations. They are 
paid on a per loan basis for this servicing, on a negotiated contract. 
As the number of loans goes down, the total payments will go down. 

Mr. Anpersen. How long would you anticipate that the liquidation 
will continue? 


VOLU ME OF OUTSTANDING LOANS 


Mr. Dueean. Total volume of outstanding loans as of December 31, 
1952, was about $2314 million and the number of loans was 3314 thou- 
sand. The last of those will, on the present basis, mature somewhere 
during the sixties. That is, they are not due until then. We are trying 
to work out a plan to present to Congress for the sale of all of the loans 
now on the books to the land banks, because we will reach a point before 
too long where the cost of servicing will be more than the interest in- 
come. Some of them could get down to a rather small size. Where 
farmer want to do so, he may refinance his Commissioner loan with the 
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land bank. We have encouraged that practice and a number have refi 
nanced with the land banks; they are required to buy capital in land 


banks when they do so and for this reason some farmers prefer not to 
refinance. 






FrepERAL. INTERMEDIATE Crepir Banks 





{mounts avatlable for 










administrative expenses 


1952 1953 1954 
estimate 





$1, 690, 000 





1, 690, 000 1, 745, 0 







Administrative expenses by activities 












Discounting agricultural paper for, and making loans to, producti yn) 
credit associations, agricultural credit corporations, commercial 
banks, banks for cooperatives, and other financing institutions: 
1952 $1, 511, 889 
1953 ‘ ; es $1, 690, 000 






1954 





$1, 745, 000 





{dministrative expenses by objec ts 














Object classif 452 actual | 1953 estimate | 1954 estimate 











Total number of permanent positions 3085 312 318 
Full-time equivalent ll other positions 12 1] ll 
A verace number ¢ l eS 315 








Average salary: Salary ranges established by boards of direc- 


tors 













302 














rsor il ser ices 
P anent posi n $1, 117, 684 $1, 267, 009 $1, 302, 617 
Par i temporary positions 41, 440 41, 689 42, 700 
Re f 52-week base 4,454 4,976 5, 198 
Pa sic rates 2, 507 3, 975 5, 430 
Excess of annual ler ave earne 1 over leave taken 22, 194 
Directors’ compensation 24, Std 28, 905 30, 105 















Total personal services 1, 213, 053 1, 346, 554 | 1, 386, 050 

02 Travel 26, 268 41, 900 41, 900 

04 Communication service 13, 386 14, 350 | 15, 100 

05 Rents and utility servie 103, 244 107, 150 | 116, 800 

06 Printing and reproduction 15, 635 17, 100 | 17, 100 
07 Other contractual services | 

General agents’ expense 81, 137 | 89, 250 

General Accounting Offiee audit expense 5, 568 8, 750 

Other 30, 485 45, 700 

0&8 Supplies and materials 10, 893 | | 11, 100 

08 Fquipment 10, 245 9, 450 

5 Taxes and assessments , 449 3 










Potal administrative expenses . 1, 511, 889 1, 690, 000 1, 745, 000 












Mr. ANpERSEN. Let us discuss the Federal intermediate credit banks. 
At this point we will insert pages 541 through 546 of the justifications. 
(The pages and the statement referred to are as follows :) 


PURPOSE STATEMENT 


The Federal intermediate credit banks were created by the Agricultural Credits 
Act of 1923 (12 U. 8S. C. 1021, 1022). They serve as banks of discount for 
agriculture and do not make loans directly to individuals or accept deposits of 
funds other than as collateral security. The banks discount agricultural and 
livestock paper for local financing institutions such as production credit associa- 
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tions, agricultural credit corporations, livestock loan companies, and commerical 
banks, and make loans to them on the security of such paper. Their lending 
operations are financed primarily by the sale of consolidated collateral trust 
debentures The Government assumes no liability for the debentures and other 
bligations of the Federal intermediate credit banks, either as to principal or 
nterest. 

Each bank operates under the direction of a district farm credit board They 
are supervised by the Intermediate Credit Commissioner who is responsible to 
he Governor of the Farm Credit Administration. Operating expenses, includ- 
ng interest costs, are paid from income of the banks. 

The Government's capital investment in the banks at June 30, 1952, was 
$65,825,000, consisting of $5,000,000 capital for each of the 12 banks, and $5,825,000 
of paid-in surplus supplied to 6 of the banks since May 1951 out of the $40,000,000 
evolving funds available for such purpose (12 U. 8. C. 1181i) 

On Noveinber 30, 1952, the 12 banks had a total of 285 employees, all in the 
field. 

\dministrative expense limitation: 
Limitation, 1953 $1, 690, 000 
Budget estimate, 1954 . 1,745, 000 


idministrative Expenses 


\ppropriation act, 1955, and base for 1954 $1, 690, O00 
Budget estimate, 1954 1. 745, 000 


Increase (to provide for more comprehensive credit analyses of 
loan and discount offerings and to meet other essential 
expenses ) ‘ - +-55, OOO 


- j ; 
I rovect statement 


1953 (est | 1054 
I t 1952 Increase 
I mated 
Discounting agricultural sper for, and making 
loans to, production credit associations, agricul 
tural credit corporations, commercial banks, bank 
for cooperatives, and other financing stitutions $1, 511, 889 | $1, 690, 000 $55. 000 $1 745. 000 
Unobligated balance 37, 867 
rotal limitation or estimate 1, 549, 756 1, 690, 000 55, 000 1, 745, 000 


STATUS OF PROGRAM 


Creation and purposes.—The Federal intermediate credit banks were created 
by the Agricultural Credits Act of 1923 (12 U. 8. C. 1021, 1022). They serve 
as banks of discount for agriculture and do not make loans directly to in 
dividuals or accept deposits of funds other than as collateral security. The 
banks discount agricultural and livestock paper for local financing institutions 
such as production credit associations, agricultural credit corporations, live 
stock loan companies, and commercial banks, and make loans to them on the 
security of such paper. Their lending operations are financed primarily by 
the sale of consolidated collateral trust debentures. The Government assumes 
no liability for the debentures and other obligations of the Federal intermediate 
credit banks, either as to principal or interest. 

Vanagement and supervision.—Each bank operates under its own corporate 
management and under the direction of a board of directors, composed of the 
members of the district farm credit board, who are, ex officio, the directors of 
the four permanent credit units of each farm credit district. The operations 
of the banks are supervised by the Intermediate Credit Commissioner, who is 
responsible to the Governor of the Farm Credit Administration. 


SOURCE OF FUNDS 


1. Capital funds.—The Government’s capital investment in the banks at June 
30, 1952, was $65,825,000, consisting of $5,000,000 of capital for each of the 12 
banks (12 U. S. C. 1061), and a total of $5,825,000 of paid-in surplus supplied 
to 6 of the banks out of the $40,000,000 revolving fund (12 U. S. C. 11311 (e)). 
In view of the growing volume of business, it is anticipated that several of the 
banks will require a total of $3,425,000 of additional capital or paid-in surplus 
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in the fiscal year 1953 and $1,450,000 in 1954 to enable them to meet the credit 
needs of eligible borrowers within the 10-to-1 maximum debt-to-capital ratio 
permitted by law. (A total of $1,550,000 was paid in to two of the banks 
during the first quarter of the fiscal year 1953.) 

2. Unreserved surplus——The net income of the banks from organization t 
June 30, 1952, after payment of all expenses and other costs, and losses charged 
off, amounted to $51,112,675. Of this amount, $8,598,006 has been paid to the 
Treasury in franchise taxes and $14,310,000 has been transferred to the reserves 
for contingencies, leaving $28,204,669 as unreserved surplus. 

3. Borrowings.—The banks finance their lending activities primarily through 
the issuance and sale to the investing public of consolidated collateral trust de 
bentures and by direct borrowings from commercial banks (12 U. 8. ©. 1041 
et seq.), rather than through the use of appropriated funds. The banks are 
authorized also to rediscount eligible paper with the Federal Reserve banks ; 
however, these facilities have not been used for a number of years. The aggre- 
gate amount of debentures and other similar obligations which may be outstand- 
ing on behalf of any bank may not exceed 10 times its surplus and paid-in capital 
(12 U. S. ©. 1041). During the fiscal year 1952, the peak ratio of such obliga 
tions to capital and surplus ranged among the banks from 5.0 to 1 to 9.7 to 1, and 
was 7.9 to 1 for the system as a whole, which is the highest ratio in the history 
of the banks. 

(a) Debentures.—Debentures are required to be secured by the assignment 
and deposit with farm loan registrars of cash, notes, and other obligations repre- 
senting loans and discounts, and United States securities, at least equal in 
amount to the amount of debentures outstanding. The United States Govern 
ment assumes no liability for the debentures of the Federal intermediate credit 
banks and that fact is required to be set forth on the face of their debentures 
(12 U. 8. C. 1048). The total amount of unmatured debentures outstanding at 
June 30, 1952, was $847,600,000, 

(b) Notes payable—When unexpected demands arise between monthly de- 
benture sale dates, short-term loans are obtained from commercial banks on 
notes payable. The banks had $9,800,000 such obligations outstanding at June 30, 
1952. 


LENDING OPERATIONS 


1. Types of credit—The Federal intermediate credit banks are agricultural 
banks of discount and do not make loans directly to individuals. They discount 
agricultural and livestock paper for, and make loans to, financing institutions and 
farmers’ cooperative associations to finance the seasonal production and mar- 
keting needs of farmers and stockmen. Maturities of loans and discounts cover 
one production and marketing season, usually 1 year or less, and under the law 
may not exceed 3 years. 

2. Eligible borrowers.—Eligible borrowing and rediscounting institutions in- 
clude production credit associations, National and State banks, agricultural 
credit corporations, and livestock loan companies. The banks are authorized also 
to make certain classes of loans and advances directly to farmers’ cooperative 
marketing and purchasing associations. Since the passage of the Farm Credit 
Act in 1935, however, loans to cooperatives ordinarily are made by the banks for 
cooperatives, which rediscount some of their loans with the credit banks or use 
them as security for direct loans from the credit banks. 

3. Volume of business.—As banks of discount, the Federal intermediate credit 
banks do not initiate lending programs or promote a demand for services. It is 
the function of the banks, expressly authorized and clearly defined in the act, to 
finance eligible and acceptable paper in whatever volume may be offered by 
institutions qualified to receive credit from the banks. The volume of business 
thus is governed primarily by the demand for credit, which in turn, is a reflection 
of general agricultural and economic conditions, the volume of production needed, 
the level of production costs, crop and livestock yields, prices of agricultural 
commodities, and other factors over which the banks have no control. At June 
30, 1952, outstanding loans and discounts totaled $903,310,831, and consisted of 
$767,179,791 of credit to production credit associations, $98,523,276 to other 
agricultural credit corporations and commercial banks, and $37,607,764 to banks 
for cooperatives. 

OPERATING DATA 
1. Lending activities —The volume of credit to be granted during 1954 is esti- 


mated at $2,497,882,000, an increase of $420,610,000 or 20 percent over the 1952 
volume. The actual volume may vary substantially from the amount estimated, 
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the demand for credit is governed largely by conditions over which the 
have no control. The $2,077,272,000 of credit extended in 1952 was the 
est in the history of the banks and 8 percent more than in 1951. Among 
ctors contributing to the current trend in loan volume are continued high pro- 
tion costs, large acreages of cotton and other crops and expansion in livestock 
duction and pasture improvements, to provide the increased volume of food 
d fiber required for national defense, and an increasing number of loans to new 
rrowers offered to the banks. With production costs near their alltime peak, 
irmers require larger sums of money to operate a plant of a given size or to 
roduce a stated quantity of commodities than were needed when costs were at 
»wer levels. 
2. Financing activities —To finance lending operations during 1954 the credit 
banks expect to issue consolidated debentures and borrow from commercial banks 

r short periods a total of $1,566,190,000 or $339,180,000 more than in 1952. 

3. Gross income.—The principal income of the banks is derived from interest 
earned on loans and discounts and income from investments in United States 
securities. Gross income from loans and discounts is estimated at $24,221,000 
for 1954 compared with $19,721,408 earned in 1952. On December 1, 1952, the loan 
and discount rate was 25¢ percent per annum in 4 banks, and 24 percent in the 
other 8 banks. Income from United States securities owned by the banks is 
estimated at $1,214,000 for 1954 compared with $1,150,250 in 1952. 

1. Hapenses.—The principal expenses of the banks consist of interest on out 
standing debentures and other borrowings, administrative expenses, and pay- 
ments to Farm Credit Administration for supervision and facilities furnished 
and examination (audit). All expenses of the banks are paid out of their income 
and not from funds appropriated from the United States Treasury. The budgets 
of the banks, and expenditures of funds thereunder, are authorized by the boards 

f directors of the several banks who are responsible for the conduct of the busi- 
ness of the banks. Interest and other costs on borrowed money are estimated 
ut $19,748,500 for 1954 compared with costs of $16,945,254 in 1952. The average 
rate of cost on debentures outstanding in 1952 was 2.23 percent per annum 
Interest costs are estimated by the banks at 2.25 percent for 1954 for budget 
purposes but are subject to change as prevailing short-term rates fluctuate in 
the investment markets. 

5. Net income.—Net income of the banks for 1954 is estimated at $3,631,500 
compared with $2,376,200 earned in 1952. Out of the estimated net income for 
1954 the banks expect to transfer $1,775,000 to the reserves for contingencies, pay 
franchise taxes of $464,100 to the United States Treasury, and transfer the 
remaining $1,392,400 to unreserved surplus. 

Summary of operations.—Actual operations for the fiscal year 1952 and esti- 
mated operations for 1953 and 1954, which are set forth in greater detail in the 
printed budget, are summarized in the following table: 


r 
1952 actual 1953 estimate 1954 estimate 


FUNDS APPLIED 
Loans and discounts made. ...-. . , 77 | $2,322,751,000 | $2, 497, 882, 000 
Interest and other costs on borrowed money , 945, 25+ 18, 564, 000 | 19, 748, 500 
Administrative expenses , 511, 889 1, 690, 000 , 745, 000 
Other operating expenses ot 375, 384 367, 400 367, 500 
Franchise tax payment to U. S. Treasury 285, 300 484, 100 464, 100 
Excess of par value over proceeds from sales of United | 

States securities , 643 _ 

Increase in working capital 3 9, 345, 452 636, 300 
Retirement of debentures and notes , 122, 470,000 | 1, 364, 650, 000 1, 512, 675, OO 
Increase in United States securities held 2, 575, 000 
Increase in Treasury cash.........- ‘ ---} 1, 010, 845 


Wel, es Oe Te ew _..| 3,222, 453,592 | 3, 4, 033, 518, 40 


FUNDS PROVIDED 


Collection of loans and discounts._... 1, 968, 594, 605 2, 251, 129, 000 2, 440, 353, 000 
Income (interest and other) __ - 21, 167, 126 24, 123, 100 | 25, 456, 100 
Discount on securities purchased ‘ . 114, 378 67, 700 | 69, 300 
Decrease in working capital 892, 483 |_. ire 

Borrowings (debentures and notes) - - ‘ 1, 227, 010, 000 1, 438, 090, 000 1, 566, 190, 000 
Surplus subscription from U. 8. Treasury 4, 675, 000 3, 425, 000 1, 450, 000 
Decrease in Treasury cash. ..-_. 1, 017, 152 


ilonaniniddinmenrndaad 3, 222, 453, 592 3, 717, 851, 952 4, 033, 518, 400 
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Mr. Anpersen. Mr. Uelsmann, will you give the committee a general 
statement on the work of these banks? 







ORGANIZATION 





AND FUNCTIONS 





Mr. UrrsmMann. The Federal intermediate credit banks, 12 in num- 
ber, were established in 1923 pursuant to the Agricultural Credits Act 
of that year. They were created and operate as banks of discount for 
agriculture, rather than as direct lending institutions. 

The intermediate credit banks are authorized to discount paper for 
and to make loans to production credit associations, other agricultural 
and livestock credit institutions organized under State laws, State and 
National banks, and the banks for cooperatives. They are also author- 
ized to make direct loans to farmers’ cooperative associations ; however, 
cooperative associations ordinarily borrow from the banks for coopera- 
tives and in recent years only a few such associations have been 
financed directly by the intermediate credit banks. Beginning with 
the establishment of production credit associations under the Farm 
Credit Act of 1933, the Federal intermediate credit banks have become 
an increasingly important factor in the year-to-year financing of 
seasonal p ee ‘tion and m: arketing credit needs of farmers and stock- 
men. They are the only source from which the 499 production credit 
associations ones row money; and more than 80 wi rr agricultural credit 
organizations finance most if not all of their agricultural loans by re- 
discounting their paper with them. Two large commercial banks in 
Puerto Rico also finance substantial amounts of sugarcane production 
loans through one of the intermediate credit banks. 






















VOLUME OF BUSINESS DETERMINED BY DEMAND 












The level of activity of the intermediate credit banks is governed 
by the dem: and for credit made upon them by approximately 600 lend- 
ing institutions, which the banks have served for m: inv years, rather 
than by administrative determination. The volume of agricultural 
loans which borrowing institutions offer for discount, in turn, is af- 
fected by the needs of the farmers and stockmen in the areas served by 
them. Such credit needs fluctuate with the volume of agricultural 
production required to meet the demand for livestock and agricultural 
commodities, prevailing prices, the level of production costs, and other 
factors. Thus, the volume of credit the banks are called upon to ex- 
tend is governed by conditions and developments over which they have 
no control. 

The volume of business handled by these banks has increased sharply 
during the past 10 or 12 years. For example, the amount of credit 
extended was $572 million in the fiscal year 1941, and $2,077 million 
in 1952. Credit outstanding increased from $267,800,000 on June 30, 
1941, to $904 million at the end of the fiscal year 1952. Debentures 
and other obligations of the system amounted to $234,665,000 on 
June 30, 1941, and $857,400,000 at the end of June 1952. 




















SOURCE OF LENDING AND OPERATING FUNDS 





While the intermediate credit banks are wholly owned by the United 
States Government, they finance their lending operations through 
the issuance and sale to the investing public of ¢ consolidated collateral 
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trust debentures, and by other borrowings. These obligations rest 
ipon the financial resources of the banks, including collateral de- 
posited as security for such indebtedness. Liability on the part of 
ihe United States Gove rnment, for the obligations of these banks, 1s 
expressly denied in the law. 

All operating costs, including interest on borrowed money, admin- 
strative expenses, and the cost of supervision and examination by 
he Farm Credit Administration, are paid by the banks out of t their 
come rather than from an appropriation from the general fund of 

the Treasury. 
CAPITAL REQUIREMENTS 


Although the Federal intermediate credit banks finance their lend- 
operations with borrowed money, and funds obtained through 
iles of consolidated collateral trust debentures in the investment 
markets, they are required to maintain a net worth position suf- 
ficient to enable them to finance the volume of business they are 
to handle. Under the law, no Federal intermediate credit bank 
may have outstanding at any time debentures or other similar obli- 
gations in excess of 10 times its surplus and paid-in capital. During 
the fiscal year 1951, 2 of the banks reached the point where it was 
necessary to increase their Ya structures by the addition of paid-in 

urplus in amounts sufficient to permit the issuance, within the 10 
to 1 limitation imposed by law, of debentures required to finance the 
total volume of paper offered to them. In the fiscal year 1952 these 

banks together with 4 others required additional capital; and fur- 
ther increases became necessary in 2 instances since July 1, 1952 
To meet these needs, the sum of $7.375,000 was withdrawn from the 
S40 million revolving fund in the United States Treasury. In De- 
cember 1952 one of the banks returned to the revolving fund $525,000 
of its paid-in surplus. Thus, at present the system has $6,850,000 
of paid-in surplus provided out of the revolving fund. On the basis 
of present estimates, it is contemplated that additional withdrawals 
of approximately $2,500,000 will be required during the remainder 
of this fiscal year, and an additional $1,450,000 is budgeted for that 
purpose in fiscal 1954. Whether and to what extent these estimated 
requirements W ill materialize, of course, depends upon conditions and 
developments which cannot now be clearly foreseen. 


ne 


I 


NET EARNINGS 


Each Federal intermediate credit bank is required by law to pay to 
the United States as a franchise tax an amount equal to 25 percent 
of its net earnings remaining after payment of all interest costs and 
other operating expenses and providing for necessary reserves. Net 
earnings then remaining are required to be added to surplus ac- 
count. From organization in 1923 to June 30, 1952, these banks have 
had total net earnings of $51,112,675, out of which they have paid to 
the United States in franchise taxes a total of $8,598,006, and have 
accumulated surplus reserves aggregating $42,514,669. These surplus 
reserves increase the value of the Government’s investment in the 
system. 
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CREDIT PROBLEMS FACED BY BANKS 


$y reason of the exceptionally favorable agricultural conditions 
which prevailed generally for a number of years, with good growing 
conditions, high yields, a strong demand, and increasing price levels, 
the credit experience of the banks has been quite satisfactory. These 
favorable conditions began to change in 1952, because of lower crop 
yields and crop failures in some sections, the extreme drought affecting 
extensive areas, and sharp declines in prices of livestock, wool, cotton, 
and a number of other major commodities. These developments affect 
adversely the financial condition and the repayment ability of large 
numbers of farmers and stockmen whose paper is handled by the in 
termediate credit banks. Many farmers were unable to repay fully 
last year’s operating loans; others who succeeded in paying their 
debts lacked funds to finance the beginning of their 1953 operations 
As a consequence, the banks are faced with more difficult problems than 
they have encountered for many years. It is their policy, under such 
conditions, to assist the primary lending institutions in developing 
plans whereby farmers who are in difficulty as a result of conditions 
beyond their control may continue to be financed on a sound basis. 
To do otherwise would lead to much enforced liquidation, adding 
momentum to the downward trend in agricultural prices and the we: ak- 
ening of agricultural paper generally. The situation is becoming in 
cre: asingly serious at several points and is placing upon the banks, 
with their small staffs of officers and employees (averaging only 
about 25 per bank), a burden of work considerably greater ‘than they 

ave experienced for many years 


NECESSITY FOR SOUND OPERATIONS 


Investors in debentures of the intermediate credit banks, amount- 
ing at this time to more than $700 million, being aware that such 
obligations are not guaranteed by the Government, expect the banks 
to conduct their le nding operations on a basis which will assure the 
payment of their obligations. In addition, the United States Gov- 
ernment had an investment of $108,340,000 in the banks, as of June 
30, 1952, consisting of $65,825,000 of capital and surplus paid in, 
and accumulated surplus reserves of $42,515,000. This sum, of course, 
is at risk, and the banks expect to continue making every possible 
effort to protect that investment while endeavoring to provide for 
the agricultural industry the sound and constructive credit service 
which they understand is the intent of the law creating the banks. 


ADMINISTRATIVE EXPENSES 1954 


The budget provides for $1,710,000 to meet the salary costs and 
other administrative expenses of the intermediate credit banks for 
the year ending June 30, 1954, an increase of $20,000 over the $1,690,000 
authorized for the fiscal year 1953. Because of the extended financial 
position of many notemakers whose paper now is being offered to the 
banks, and the narrower repayment margins resulting from unfavor- 
able growing conditions in rather wide areas, and ‘generally lower 
commodity prices while production costs remain high, the banks are 
finding the analysis of paper offered considerably more difficult and 
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time consuming than for several years past. To handle the resulting 

nereased workload, they are now obligated to employ personnel to 

ll present vacancies and to add a limited number of additional em- 

ployees. The resulting salary costs will be reflected in operating ex 

elses yr only a part of fiscal 1953 but are expected to be in effect 
> full year 1954. 


FEDERAL INTERMEDIATE CREDIT BANK'S REVOLVING FUND 


Mr. Anpersen. I wish you would describe the operations of the 

termediate credit bank’s revoiving fund. 

Mr. Urtsmann. The revolving fund of $40 million was established 
pursuant to the Federal Farm Mortgage Corporation Act of 1954 for 

e purpose of making additional capit: fal available to the intermediate 
redit banks as they needed; at that time, it was not known to what 
extent the demands upon these banks as a result of the organization 
of production and credit associations would increase. Therefore, it 
vas felt that some additional capital should be made available in 
ddition to the original $60 million appropriated in 1923. During 
i934, the full amount of $40 million in this fund was invested in the 
2 banks; a part of it, $15 million, as paid-in capital, the remaining 
325 million being designated as paid-in surplus. That total fund 
then was employed from 1934 until the fiscal year 1941, I believe, at 
which time pursuant to the President’s request for the return of 
Government capital to the extent possiblé to the Treasury the $40 
million was returned to the Treasury. Since that time, we have had 
need for varying amounts out of that fund, growing out of this 
circumstance: A bank, having $5 million of capital together with 
ts accumulated surplus, would be financing a volume of business 
making it nec essary to borrow an amount in excess of 10 times its 
total net worth. The law limits the outstanding obligations of each 
bank to 10 times it net worth. To meet that situation we have had 
to call on the Treasury, through the Budget Bureau, for additional 
funds to strengthen the capital position of several of the banks. We 
now have $6,850,000 out of the revolving fund invested in six of the 
banks. 

Mr. AnperseN. What is your surplus now in that fund? 

Mr. UrtsmMann. The remaining balance in that fund is $33,150,000. 

Mr. Wurrren. From what you state, the total loans outstanding 

can only be 10 times the value of the capital stock plus surplus, or 
the value of the bank. Any reduction, either in capital stock or any 
restriction or limitation on the value of the bank, would mean 10 times 
that much reduction in your ability to make loans. 

Mr. Urxismann. Each dollar you would take out of the capital 
structure would reduce the borrowing capacity of the banks $10. 

Mr. Wuirren. Under present conditions, this so-called revolving 
fund is to the credit of the intermediate credit banks in the Treasury 
and no interest is being paid on that part which is not in use. So if 
you took away this balance in the revolving fund you would reduce 
the possible farm credit through this source by 10 times at $33,150,000. 
You would be restricting to that extent your future ability to meet 
the need for farm credit. That is true, is it not? 

Mr. Uretsmann. That is correct. Liability is expressly denied 
the law. 
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Mr. Duccan. When the Federal intermediate credit banks or any 
| of the banks reaches a 10 to 1 ratio, it immediately has to discontinue 
extending any further loans. 


PROCEDURE FOR RELEASING REVOLVING FUNDS TO BANKS 


Mr. ANpersen. Just what steps do you take to make this revolving 
fund a part of your capital structure to take advantage of what Mr. 
Whitten just spoke of 2 

Mr. Dueean. First, the district board passes a resolution asking 
for additional subscriptions to the paid-in surplus of the particular 
Federal intermediate credit bank and sends in that request together 
with analysis of the reason for the request and the condition of the 
bank and the expected volume in the next few months. We have to 
anticipate that sever: al months in order to be able to sell the debentures 

r borrow the money necessary to carry on their operations. That re- 
quest comes in, is analyzed in the F eder: al Intermediate Credit Divi- 
sion, comes to the Governor for ap] al, goes over to the Bureau of 
the Budget for clearance and is then submitted to the Secretary of 
the Treasury for approval as required by law. Upon such final 
approval the funds involved are paid to the bank. 


RESERVE RATIO OF BANKS FOR COOPERATIVES 


Wuirren. How does this apply to banks for cooperatives ? 

Mr. Farrtneton. The only one of the banks for cooperatives, Mr. 
Whitten, that has authority to issue debentures is the Central Bank. 
Its limit is 5 times its net worth rather than 10. In addition to that, 
banks for cooperatives have been in debenture market for 3 years 
whereas Federal intermediate credit has been there for 30 years. 

Mr. Anpersen. What you are pointing out is that in issuing credit 
for only 3 years it has not yet built up a demand for its paper. 

Mr. Duaean. Still green security. 

Mr. Wuirren. Can the bank for cooperatives look to this same fund 
for strengthening / 

Mr. Duaean. The vy have a separate fund. 

Mr. Wurrren. That was my understanding; and any reduction in 
their separate fund would have the same effect on the basis of 5 to 1. 

Mr. Pcasauster: Substantially so. 

Mr. UrtsMann. May I interject this one thought here? We are 
speaking of this 10 to 1 limitation. That is the legal limitation. We, 
of course, have no assurance that the market would take obligations of 
the banks up to 10 times their net worth. 

Mr. Wurrren. I hope the national situation will not get to the point 
that there will be that much need for credit. And if the credit need 
reaches that point there might not be that much market to buy it. 
But in theory, and in fact so far as the law is concerned, it could have 
that effect. 

Mr. UrtsmMann. There is another point there. Our banks at their 
peak in 1952, in August, had liabilities of 8.2 times their total net 
worth. Iam convinced the market would not have taken that amount 
of securities had it not been for this revolving fund being available 
to strengthen their capital if the need should arise. 
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Mr. Wuurren. It serves the same purpose with you that FDIC 
eht serve for private ae where the Federal Government itself 
through a form of insurance guaranteed depositors. I do not 
an there is any cnataits here, but as long as this reserve is in 
dence and can be used it is some assurance. 


Mr. UELSMANN. It is a factor. 
] 


Mr. WHITTEN. ] mention it because while some people might not 
ke your holding this reserve, most of them are very proud of the 
et that the Federal Government gives that assurance for private 
nks and so am I for it has given an assurance of soundness. 

Mr. Horan. When did you start the 10 to 1 ratio 4 

Mr. UrtsMann. That was placed in the original act in 1925. 


RESERVE RATIO FOR OTHER CREDIT BANKS 


Mr. Horan. Do you use that same ratio in all of the farm credit ! 

Mr. Duecan. The legislation of land banks provides a ratio of 20 to 
1. to which we think we cannot 70 and still be able to sell bonds in 
the market. Bank fo cooperatives is 5 to J in the Central Bank. 
World Bank is 31% 

Mr. Farrineron. As a practical matter, as what they call a green, 
new security, as bank for cooperatives is, we will not want to have to 
vo over three. 

Mr. Duacan. Bankers we have talked with in Washington, Chicago, 
New York. and San Francisco, said that they would be eed if 
the Central Bank for Cooperatives went more than the ratio of around 

to l, that their first tendency would be to up the interest rate 
considerably on the debentures and then you would find a sticky 
market in which to sell. 

Mr. Horan. Why a differential between these various types of loan 
ing agencies / 

Mr. Farrtneron. There are a number of reasons. In the first place 
banks for cooperatives have not been in the investment market nearly 

long. Another thine. the debentures of the Federal intermediate 
credit banks have lots of privileges that banks for cooperatives deben 
tures do not have. For example, debentures in Federal intermediate 
credit banks can be accepted by Federal Reserve banks as collateral 
The law does not provide that for bank of cooperative debentures. 
Federal Reserve banks can buy and sell Federal intermediate credit 
bank debentures; they cannot trade in banks for cooperatives deben 
tures. Federal intermediate credit bank debentures are collateral] 
with the Federal Reserve for member bank borrowing at the Federal! 
Reserve rediscount rate. Debentures of banks for cooperatives Lye 
not. The law does not provide those things. It is something we 
hope that can be corrected. 

Mr. Duaean. I might add that Federal intermediate credit bank’s 
debentures are usually 9 or 6 months which means a quicker repayment 
period. The banks for cooperatives debentures are running usually 
a year and a half to 3 years and may extend out, some of them, even 
further, to 5 years. So you have many factors that influence their 
salability. We think that it would not be good business to increase the 
ratio above 8 to 1. 

Mr. Horan. Why permit 20 to 1 in land banks? 
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Mr. Duaean. I do not know just why. The history on that re- 
cently is- 

Mr. UrtsmMann. It may be, Governor, the fact that borrowers are 
required to buy 5 percent of their loan in stock, stock equal to 5 percent 
of the loans; that is 20-to-1 ratio. 

Mr. Farrineton. Land-banks borrowings are secured by real-estate 
mortgages. 

Mr. Horan. I wonder if that was the reason. That factor in itself 

not a good criterion because land is not worth very much out our 
way as collateral. As a matter of fact, from the standpoint of the 
insurance companies, they do not even make loans to us because the 
Joan amount in the fruit industry has to be so high that their restric 
tion on amount per acre is a mere pittance. I still cannot understand 
why they made it 20 to 1 when the usual procedure of the insurance 
companies is so much more restricted. 





PropucTion Crepir CorreoratTiIons 


{mounts available for administrative expenses 
| 1952 actual 1958 estimate 1954 estimate 





1 tation or eatima _-| $1,407,015 | $1, 465, 000 $1, 516, 000 
t ated balar estimat savir ' 14, 366 : 
Potal administrative expenses ‘ 1, 392, 649 1, 465, 000 | 1, 516, 000 


Administrative expenses by activities 


Organizing, providing supplemental capital for, and supervising pro- 
duction credit associations: 
1952 ___ $1, 392, 649 
1953 1, 465, 000 
1954 1, 516, 000 


Administrative expenses by objects 


lassifiecation 1952 actual | 1953 estimate | 1954 estimate 





» 

l number of permanent positions 200 204 211 
ull-time ivalent of all other positions 4 4 4 
Average number of all employees 168 175 181 


Ul 


Average salary: Salary ranges established by boards of direc- | 









tors $5, 788 $5, 963 | $5, 928 
1 Personal services 
Permanent positions $956, 698 $1, 019, 283 $1, 045, 256 
P ime and temporary positions 24, 202 24, 906 24, 926 
Regular pay in excess of 52-week base. 3, 795 4,004 | 4,145 
Excess of annual leave earned over leave taken 22, 821 4 
Directors’ compensation 26, 945 31, 154 | 32, 354 
Total personal services 1, 034, 461 1, 079, 347 | 1, 106, 681 
02 Travel ‘ 186, 450 200, 800 214, 200 
04 Communication services 15, 581 16, 900 16, 900 
05 Rents and utility services ‘ a 46, 596 52, 900 56, 000 
06 Printing and reproduction 10, 322 11, 500 | 11, 500 
07 Other contractual serivces | 
General agents’ expense 64, 182 68, 600 | 73, 000 
Other 12, 188 | 12, 303 13, 369 
General Accounting Office audit expense-- 2, 377 | 3, 750 | 3, 750 
08 Supplies and materials . 12, 631 12, 400 12, 400 
09 Equipment 6, 100 4, 300 5, 700 
15 Taxes and assessments ea ; 1, 761 2, 200 | 2, 500 


Total administrative expenses weiwinblikin 1, 392, 649 1, 465, 000 | 1, 516, 000 
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Mr. Anpersen. Now, Mr. Duggan, we will proceed to the produc- 
tion credit corporations, and we will insert pages 549 through 556 
of the justifications in the record. 

(The pages and statement referred to are as follows :) 


Purpose STATEMENT 


The production credit corporations, 1 in each of the 12 farm credit districts, 
were established pursuant to the Farm Credit Act of 1933 (12 U. 8. C. 1131 et 
seq.) to organize, provide supplemental capital to, and supervise production 
credit associations. The latter are local cooperative associations, 499 in num- 
ber, providing a permanent source of short-term production credit to farmers 
and stockmen throughout the United States and Puerto Rico. 

A revolving fund of $120,000,000 was established in the United States Treas- 
ury in 1933 for the capitalization of the production credit corporations (12 

S. C. 1131b, 11311). This was reduced to $90 million in 1949 (Public Law 
860, 80th Cong.), and with successive payments into the revolving fund start- 
ing voluntarily in 1944 only $36,235,000 remained as paid-in capital at June 
30, 1952. Most of the original capital of the production credit associations was 
furnished by the corporations through the purchase of class A stock. However, 
the associations are designed to become entirely locally owned by their farmer 
members, and 252 associations had reached this goal by October 31, 1952. 

Each corporation operates within its own financial structure under its dis- 
trict board of directors. One of the principal functions is the supervision of 
associations, and this is designed to maintain their soundness and dependa- 
bility. These associations in 1954 are expected to make about 300,000 loans 
for $1,500,000,000. At June 30, 1952, their 475,546 member stockholders had 
purchased and owned over $87 million of the associations’ capital stock. 

On November 30, 1952, the 12 corporations had 166 employees (full-time 
equivalent), all in the field. 


Administrative expense limitation: 
Limitation, 1953 — i , ‘ ‘ $1, 465, 000 
Budget estimate, 1954_- , ; . , oe 2,086; 000 


Administrative erpenses 


Appropriation act, 1953, and base for 1954 ; $1, 465, 000 

Budget estimate, 1954 eee 1, 516, 000 
Increase (to provide closer superv ision of production eredit 
associations where problem loans are increasing and collec- 

tions are relatively slower than last year_____--___-__---~ +51, 000 


venetee statement 


| 
; 1953 aE aby 1954 
roy i (estimated) smeretel (estimated) 
| 
1 
| 
| 


1. Organizing, providing supplemental capital 
for, and supervising production credit 
associations 

Unobligated balance 


| 


$1, 392, 649 


$1, 465, 000 $51, 000 $1, 516, 000 
14, 366 | 


Total limitation or estimate | 1, "407, 01 5 1, 465, 000 51, 000 1, 516, 000 
| 


Stratus or Program 
CREATION AND PURPOSE 


Pursuant to the Farm Credit Act of 1933 (12 U. 8. C. 1151 et seq.) the produc- 
tion credit system was organized to provide pe adnan credit facilities especially 
adapted to the short-term credit requirements of agriculture. The system in- 
cludes 12 production credit corporations, one in each of the 12 Farm Credit 
districts, and 499 local production credit associations. The corporations were 
established to organize, provide supplemental capital for, and supervise local 
production credit associations which make loans to farmers and stockmen. 
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MANAGEM r ANY SUPERVISION 





Hach corporation operates under its own corporate management and under the 


lirection of a board of directors, composed of the members of the district Farn 
Credit Board who are, ex officio, the directors of the four permanent credit units 
of each Farm Credit district. The operations of the corporations are supe 
by the Production Credit Commissioner, who is responsible to the Gover 
the Farm Credit Administratior The affairs of the production credit asso 
iations are administered under the direction of their repective boards of d 
ectors, generally of five members, elected by and from the membership of the 
SSociatlous Phe associations are under the supervisior ot the productic n credi 


corporations and in turn the Farm Credit Administration 


Nouwrece of funds 








1. Capital stock The F: edit Act of 1983 established a revolving fund 

if $120,000,000 in the Uni es Treasury for the purpose of purchasing the 
ipital stock of the corporations, and the initial subscription for each corpora 

was fixed at S7.500,000 The revolving fund was used in its entirety from 

Lt to 1944, except that $15,000,000 was returned to the Treasury in 1940 pur 

unt to a reques the President of the United States and was requisitioned 

in by the Governor from the fund in 141. A voluntary program of returning 

apital to the revolving fund was becun in 1944. Annual repayments had reduced 
the tstunding capital from $120,000,000 to $81,635,000 at June 30, 1948. Pur 

uant to Public Law S60, SOth Congress, $30,000,000 of paid-in capital was returned 
to the surplus fund of the Treasury by the corporations during 1949 which re 
duced the total amount of the revolving fund to $90,000,000, Further repay 

ts to the revolving fund through 1952 and as estimated for 1953 and 1954 

" reduce the paid-in capital stock of the corporations to $31,735,000 at June 

0, 1954 
2. Retained earnings After payment of all costs from organization to 


ine SO, 1952, retained earnings amounted to $15,614,104, 48 percent of their 


j x of ope rations 


fhe principal functions of the corporations are to organize, provide supple 

nf capital for, and supervise production credit associations which make 

rt-term loans to farmers and ranchmen for general agricultural purposes. 
Che associations obtain most of their loan funds by discounting farmers’ notes 
with, and by other borrowings from, the Federal intermediate credit banks. The 
corporations maintain substantial resources, available for immediate use, in the 
form of investments in United States securities as a backlog of reserve strength 

support of the entire system. These resources permit immediate increases in 
the investments in class A stock of production credit associations as needed to 
maintain sound credit service. Meanwhile these securities provide the corpora- 
ions with income 

1. Organizing production credit associations.—There are 499 production credit 
associations, established to serve all of the United States and Puerto Rico (12 
l S.C. 1131d) 

2. Capitalizing production credit associations.—The initial capital of the pro- 
duction credit associations was provided by the district production credit corpo 
rations through the purchase of class A stock in the associations. As farmers 
and stockmen obtain loans, they are required to purchase capital stock (class B) 
in the local associations and it is intended, ultimately, that the capital stock 
originally provided by the production credit corporations will be retired in full 
and the associations will be wholly owned by their members. In addition to the 
capital stock purchased by members to qualify for loans, many farmers and stock- 
men have purchased extra stock and others have retained the stock after repay- 
ing the loans. At June 30, 1952, farmers and stockmen owned $87,849,052, or 
91 percent, of the total capital stock of the associations. Circumstances have 
arisen and will arise in the future where substantial capital investments by the 
corporations must be made immediately to provide some associations with an 
adequate capital structure to permit obtaining loanable fumds necessary to main- 
tain credit service. 

38. Supervising production credit associations.—The 12 corporations are respon- 
sible in their respective districts for all phases of the supervision of the 499 asso- 
ciations. The corporations establish the basic policies under which association 
loans are made and must approve each loan which exceeds 20 percent of an asso- 
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iation’s capital and guaranty fund and all loans to association officers and direc 
ors. In guiding the associations in building sound local credit institutions, the 
orporations emphasize (1) sound and constructive credit service, to farmers 
hrough the respective territories; (2) efficient, economical, and sound opera- 
ns; (3) adequate reserves; (4) member ownership of the associations; (5) 
raining; and (6) decentralization of resporfsibilities. The policies of training 
d decentralization have enabled the corporations to make significant reductions 
their staffs since 1940. They function with relatively small staffs, a majority 
whom are working directly with the association directors and officers largely 
uuigh contacts at the association offices and occasional group meetings for 
ring associations. In these 499 associations operating through about 1,500 
‘ss and handling a loan volume of one and a third billion dollars annually, 
problems are continualiy arising, many of which are of major significance 
ituating the need for adequate supervisio! 


erating data 

Che 1954 estimates reflect the increasing demand on the associations for credit. 
This demand coupled with be ve lopme nts such as the marked drop in prices for 
vestock in the calendar year 1952 and the extremely dry weather in many areas 

ts in types of pares ' the decline in farmers’ net income, the slowing up of 

ections on loans, and the need to deal effectively with problem loans and to 
nimize losses, is creating new problems in maintaining sound and construct 
ve credit service to association members and qualified applicants seeking credit 
tdministrative erpenses Experience has demonstrated that if the associa 
are to maintain a dependable credit service and continue to make progress 
group toward complete member-ownership, supervision by the corporations 
be adequate to enable them to determine weaknesses in the early siages 
ind to apply corrective Measures promptly. 
2. Investment in class A stock of production credit associations.—Because of 
» anticipated increases in locally owned capital and reserves of the production 
credit associations and the desire of the membership to become completely local 
ly owned, it is estimated that associations will retire stock owned by the corpora 
tions in the amounts of $3,533,000 in 1953 and $3,197,800 in 1954, with additional 
nvestments of $1,000,000 required in each of these years. This is expected to 
reduce the corporations’ total investment in class A stock of the associations to 
$3,994,000 at June 30, 1954. 

3. Retirement of capital stock—Repayments to the revolving fund are esti 
mated at $2,500,000 in 1953 and $2,000,000 in 1954. Such payments will reduce 
the paid in capital of the corporations to $31,735,000 at June 30, 1954. There is 
no adequate basis for measuring the ultimate long-term capital and surplus needs 
of the production credit corporations until the system has weathered a period 
of falling or continued lower prices for farm products; however, past experience 
in agricultural credit has demonstrated the need in such a system for a strong 
capital structure and the availability of supplemental capital for temporar) 
periods to meet sharp increases in demand for credit or other emergencies 

Mr. Anprersen. Mr. Esgate, will you present your statement now on 
the production-credit corporations / 

Mr. Escarr. My statement deals with the functions and respon- 
sibilities of the 12 production-credit corporations in relation to the 
amount requested in the 1954 budget for administrative expenses to 

paid from corporate funds. These corporations (one in each farm- 
credit district), under their district boards of directors, organize, 
supervise, and provide supplemental capital for local cooperative 
production-credit associations. There are now 499 production-credit 
associations, in which nearly half a million farmers and ranchers are 
member-stockholders. 


t} 


THE NEED FOR SUPERVISION 


In establishing the production-credit system the Congress provided, 
as a necessary and integral part of the plan, a means of supervision 
of the local ‘associations through the 12 production-credit corpora- 
tions. The sound development of the production-credit system and 
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its credit services to farmers and ranchers has been due in a great 
measure to the constructive type of supervision which has placed 
emphasis on local responsibility, training, decentralization, and 
farmer ownership, with the objective that each individual associa 
tion will so conduct its operations as to provide a well-rounded, short 
term-credit service at reasonable cost. 

Adequate supervision of the same constructive type—in working 
with the farmer directors and officers who make the credit decisions— 
is essential in the future if the associations are to continue to perform 
their intended functions. Proper management of the affairs of 
;roduction-credit associations involves heavy responsibilities (279,500 
loans for $1,342,000,000 in the calendar year 1952). 

Like other businesses, there is a continuing turnover on the asso- 
ciations’ boards of directors and among the officers and employees. 
The changing economic conditions and important shifts in type of 
agriculture require continuing reappraisal of policies and practices 
if the credit services are to be of most value to the individual farmers. 
Occasionally the affairs of an association get into a serious condition, 
due to a breakdown of local management or the sudden development 
of problems which are beyond the capacity of that management, requir- 
ing intensive supervision by the production-credit corporation in the 
interest of the association and its credit service to farmers. 

The need for supervision is accentuated by current economic condi- 
tions. In the past year or more, net income of many farmers and 
ranchers has been seriously reduced. Drought over wide areas has 
cut back crop yields and greatly limited feed supplies for livestock 
in those regions. Severe drought still presents great hazards in some 
large areas. Declining prices have prevented many operators from 
meeting their full anticipated loan repayments. These conditions 
lave combined to cause substantial carryovers in many associations. 

The number and amount of problem loans are increasing, and the 
need for close and constructive attention to loans facing difficulties 
is urgent. In this situation the need for the experienced supervision 
of the corporations is more pressing than at any time in recent years. 
It is very important that the corporations be able to spot unfavorable 
trends or serious weaknesses in association operations and to help 
the associations to take corrective action before major problems or 
losses develop. 

Even in more normal periods, crop and credit conditions change 
from year to year. Credit supervision is not a matter of routine but 
varies widely with the years and with the different areas and types 
of agriculture. This supervision is directed toward the maintenance 
of the balanced loan policies under which the extension of credit is 
kept on a sound basis both for the lender and the borrower and under 
which special care is taken to avoid unwise liquidation of loans and 
unwillingness to make loans which should properly be made. 


THE JOB OF SUPERVISION 


The production credit corporations are responsible pursuant to 
specific provision of law and delegations by the Governor for the es- 
tablishment of basic policies for the production-credit associations in 
their respective districts and they supervise the operations and lending 
practices. 
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A basic job is to help the associations set and follow sound loan poli- 
cies: Under a board of farmer directors and with the supervision of 
the production-credit corporation of the district the executive com- 
mittee of each individual association has full authority and respon- 
sibility in making loans within broad policies except that loans to 
lirectors and officers and loans which are large in relation to an asso- 
ciation’s capital structure can be made only with the approval of the 
production-credit corporation of the district and in some instances 
also with the approval of the Production Credit Commissioner. 

The production credit corporations make credit examinations of 
the associations: In supervising credit, designated field representa- 
tives of the corporations, in addition to their regular supervisory con- 
tacts from time to time during the year, make an annual credit review 
of the policies and procedures of each association. This includes a 
credit examination of the outstanding loans which constitutes part 
of the annual examination of each association as required by law, 
the cost of which is assessed to the associations. The reports of these 
credit examinations are utilized by the boards of directors of the asso- 
ciations in making provision for actual and estimated losses on loans 
in addition to other uses. 

These field representatives review their findings with the associa- 
tion boards of directors or executive committees and with association 
personnel. This affords an opportunity for thorough consideration 
of the credit policies and practices of the associations illustrated by 
specific examples and serves as a basis for supervision and training 
activities throughout the year. 

The production credit corporations have important responsibilities 
for the capitalization of the associations: These include practical ac- 
tion in encouraging the associations to build reserves and increase 
stock ownership by members, for getting the associations into a posi- 
tion where they are able to retire their corporation-owned capital. 
After that they help the associations to continue to provide necessary 
capital structure from local sources so that their future demands for 
supplemental capital from the corporations will be unnecessary or if 
necessary in individual cases will be held to a minimum. ‘Thus, the 
supervisory responsibilities of the corporations with regard to asso- 
ciation capitalization continue after associations become wholly 
member-owned, inasmuch as it is necessary for all associations to 
build and maintain net worth in a reasonable ratio to the amount of 
outstanding loans. 

In addition to the foregoing the production credit corporations have 
other specific supervisory responsibilities and duties of importance 
to the successful operation of the system: These include prescribing 
the amount of certain association reserves; regulating association in- 
vestments; and approving or disapproving dividends and the com- 
pensation of personnel. 

In supervising the general operations of the associations, field ac- 
countants and other specially qualified personnel of the corporations 
make periodic reviews of operating methods and procedures, office 
management, accounting, budgeting, and means of safeguarding 
funds. 

Practical training programs promote sound credit, efficiency, and 
economy: In carrying out the objectives of the legislation under which 
the associations were organized, it is the purpose of the corporations 
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to see that the directors, officers, and employees of the associations. 
particularly new incumbents, receive necessary training for the proper 
discharge of their duties and responsibilities. Thus, the corpor: ations 
conduct certain essential training progr: ams and encourage the asso 
ations to supplement this work of the corporations, at their ow: 
expense, by additional trainin or activities desiened to meet the par 


ticular requirements of individual employees or groups of employees 


ADMINISTRATIVE EXPENSES, 1954 


The revised 1954 budget provides for $1.465,000—an average of 


2,083 per production-credit corporation—to meet salary costs, 
‘land other administrative e xpenses for the year ending June: 30, 
9! The job of carrying out necessary supervision of the produc 
tion-credit associations places very heavy workload on the personne! 
of the corpe rations as provided for in the budget. 

The personnel strength of the 12 corporations for 1954 as provided 
or in the rey ised budget is 171 (man-years). This is an average of 
14 per corporati on as compared with 25 in 1940. This reduction in 

personnel * is taken place notwithstanding the fact that loans made 
by the associations per year have increased 22 percent in number and 
‘e than 4 times in amount since 1940 and that the need for close 
rvision of the lending activities of the associations has been in- 
eased by the more difficult credit situation as discussed above. 


\PITAL RESOURCES OF THE PRODUCTION CREDIT CORPORATIONS SERVE 
AS A BACKLOG OF FINANCIAL STRENGTH TO THE SYSTEM 


\dequate capital structure in relation to loans is necessary in each 
issociation as a matter of sound financial management and to provide 
a satisfactory ratio to support rediscounting of farmers’ notes and 
other borrowings from the Federal intermediate credit bank of the 
district. 

It is a recognized objective that farmer stockholders of each associa- 
tion should build and maintain adequate capital in their associations ; 
however, providing supplemental capital is a function of the produc- 
tion credit corporations when such a step is the only recourse in the 
interest of dependable credit service. An example is seen in the 
Kansas flood in the summer of 1951. The Production Credit Cor- 
poration of Wichita, with the consent of the Governor of the Farm 
Credit Administration, made a commitment to supply additional capi- 
tal up to a total of $2 million to provide immediate financial support 
to 8 production credit associations located in the flood area based on 
requests of the associations and on-the-spot appraisal of need by the 
president of the production credit corporation in collaboration with 
the association bbande of directors. Only $975,000 was invested in 
capital stock of these associations, of which all but $150,000 has since 
been retired, but the authorization and availability of the larger sum 
was an import: int factor in meeting the conditions which attended that 
disaster. Through the corporate powers and funds of the produe- 
tion credit corporation these commitments were made and the addi- 
tional capital supplied immediately. 

In such cases promptness of action is of the highest importance. 
The existence of standby capital resources in the ‘production credit 
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corporations available for immediate use in case of need is an element 
of great strength to the system. 


OVER TWO-TITIRDS OF THE INITIAL GOVERNMENT CAPITAL HAS BEEN 
RETURNED 


The paid-in capital of the production credit corporations has been 
reduced from the maximum of $120 million as authorized by the 
Congress In 1933, to $36.2 million at present, and is expected to be 
further reduced to $31.7 million by June 30, 1954. Of the $88.3 mil- 
lion reduction, $30 million was returned to the surplus fund of the 
Treasury and $58.3 million will have been returned to the Treasury 
revolving fund established in 1933 for the production credit system. 
The present paid-in capital of the corporations is intact. 

From their capital funds provided by the Government, the cor- 
porations have maintained certain investments in the capital stock of 
the production credit associations. These investments have been re- 
duced from a peak of approximately $90 million in 1934 to less than 
$8 million at present and are expected to be further reduced to $4 
million .in 1954. 2 

I have here a short supplementary statement which I would like 
to insert in the record at this point to complete my remarks. 

Mr. ANpersen. That will be satisfactory. 

(The information referred to follows :) 


SUPPLEMENTARY DATA REGARDING PRODUCTION CREDIT ASSOCTATION OPERATIONS 


Appraisal of the work and responsibilities of the production credit corporations 
can best be made through a review of the operations, problems, and progress of 
the production credit associations which they supervise. The following sum- 
mary gives general information regarding the operations of the associations as 
an indication of the scope and significance of the supervisory job of the produc 
tion credit corporations and the effectiveness of their leadership and supervision 
in carrying out the responsibilities placed upon them. 

1. The 477,000 farmer-stockholders of the 499 associations own $90.4 million 
of capital stock of the associations. 

2. The investment of the production credit corporations in the capital stock 
of the associations has been reduced to $7.3 million. 

8. Accumulated earnings total $80.4 million. 

4. Two hundred and eighty associations are wholly farmer-owned. 

5. The associations made 279,500 loans for $1,342,000,000 in the calendar 
year 1952. 

6. Half of the loans made in 1950 (latest data available) were for less than 
$1,225 each, including all advances during the year. 

7. Most of the loans are made on a budgeted basis with an average of more 
than 4 advances and 4 repayments per loan. Borrowers pay interest only for 
the time the money is outstanding. 

8. Loans are made for general agricultural and production purposes and, with 
few exceptions, have a maturity not in excess of 1 year. 

9. A typical association serves 6 counties; the 499 associations maintain over 
1,500 offices (some of them part time), and there are many other points where 
applications for loans may be made. 

10. Responsibility for the operations of each of the associations rests in a 
board of directors, usually consisting of five members, elected by and from the 
farmer-stockholders of the association. Loans are made and disbursed by the 
associations under the authority of their executive committees with no other 
approvals except for loans to directors and officers and loans of unusual size. 

11. Losses are chargeable first against reserves and the class B capital stock 
owned by farmer-stockholders before there is any loss on the class A capital 
stock, if any, owned by the production credit corporations. 
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12. Total losses and estimated losses on association loans from organizations 
to December 31, 1952, have amounted to about one-seventh of 1 percent of the 
eash advanced 

13. The associations obtain most of their loanable funds by discounting farm 
ers’ notes with and other borrowings from the Federal intermediate credit banks 
The current discount rate charged by the credit banks is 2% to 2% percent. 

14. Associations pay their operating expenses, and interest on borrowed funds 

osses, and build reserves from the interest and fees paid by farmers and 
mm interest on investments. The current interest rate of most associations 
» to 6 percent. The average cost of loans to members in 1952, including 
yunts paid for record searches, filing, or recording mortgages and other fees 
cent per annum 
borrower must own stock in the association equal to at least 5 per 
amount of his loan; many members not currently borrowing continue 
their stock 
associations are subject to taxes on real and tangible personal property 
ations that are completely member-owned pay Federal, State, and local 
ke other comparable privately owned businesses 
17. No impairment exists in the capital stock of any association. The rapid 
ss toward farmer-ownership of the production credit associations during 
6 years is shown by the following table which reflects the latest avail- 


ation: 


31, 1942 


476. 806 


$90, 442, 007 
$80, 


ment on Jan. 1, 1953 


Supplementing the prec ding tabulation there follows a table showing, as of 
December 31, 1952. by Farm Credit districts and States. the number of produe- 
tion credit associations, total number of their member-stockholders, and capital- 


stock investment in these associations, 


Amount of association capital 

stoc} { a ee 

Number 0 , ck (par value) owned 
{ pro- y 

luction 

credit asso it 

ciations holder Member- Bebe pang 

> “Ore 

stockholders ox 

porations 


, 774 $45, 000 
5 25, 000 


New York 7, 2, "85, 000 
New Jersey 36, 20, 000 


otal : 29, 32 5, 306, & 155, 000 
Baltimore district 
Pennsylvania . . ; 105, 000 
Delaware , 
Maryland } 3, , 160, 000 
Virginia 3 ; , 135, 000 
West Virginia 2, ) 50, 000 


Puerto Rico 


otal 3 ¢ ) 95: 450, 000 





Number Total 

of pro- number of 

District and State duction | member- 
credit asso- stock 


ciations holders 


Total 


Wichita di 
Kansas 
Okl f 
Colorado 
New Mexico 


Total 


Houston district Texas 


Berkeley district: 


zona 


Spokane district 
Mor tana 000 
Idaho 5, 85, 000 
Washington ) 3, 4 { 335, 000 


Oregon 80, 000 


Total_... 30 600, 000 


System total_. 499 } 90, 442, 


* Norge.—In those instances where an association operates in more than 1 State, it has been classified accord 
ng to the State in which its headquarters office is located 
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PRODUCTION CREDIT TO FARMERS AFFECTED BY DECLINE OF BEEF CATTLE 


Mr. Anprrsen. What is the general policy of your organization iy 
taking care of farmers who are in difficulties because of the decline of 
beef cattle prices ¢ 

Mr. Escare. It has been the policy and is now the policy to continue 
with those operators to the extent that their requirements make it 
necessary. I was down 3 weeks ago in west Texas where they have 
had a drought for 2 years and in some sections as much as 4 years 
The associations are continuing with those people. They are helping 
to import feed for livestock. They are advancing necessary costs to 
pay leases on land and other things that keep the operation going. 
That is on the theory that they are going to have recovery through 
normal processes when grass returns. There has been no policy of 
forced liquidation throughout those regions. Some individuals who 
were in there as newcomers in the livestock business may have them 
selves withdrawn as the going gets rough, but the oldtimers are con- 
tinuing in full confidence to carry on their operations, 

Mr. ANDERSEN. You stated there is no policy of forced liquidation. 
That would be very dangerous, Mr. Esgate, if we put anything like 
that into effect. That would make a bad matter worse. 

Mr. Esearr. Associations are working actively and constructively 
with their borrowers to help them carry on their operations as effec- 
tively as possible. It is true they have to make their dollars go as far 
astheycan. They are cutting out nonessentials but the necessary mat- 
ters are being taken care of. 

Mr. Ducean. They are sitting down with the individual farmer, 
Congressman, and reviewing his credit situation and his needs and, 
so far as they can, they are extending or deferring payments, extend- 
ing his loan and deferring payments on a workout basis to assist him 
in adjusting to his situation. 

Mr. Anpgersen. I am glad to hear that. 

Mr. Duecan. They will go as far as they can, but the PCA’s are 
each confined to their local areas. 

Mr. ANperseN. You understand, Mr. Duggan, that I have reference 
here to the general policy in farm credit through all of its branches. 

Mr. Dueean. Land banks can go much further in extending loans 
and deferring payments because land banks are in much stronger 
capital position and they spread risks districtwide. PCA credit is 
confined to local associations which makes it a little more difficult for 
them to extend a loan or defer payments as long as the land bank can. 

Mr. AnDersen. Did you appear before the legislative committee on 
agriculture in relation to farm credit recently ? 

Mr. Dueean. No. 

Mr. AnperseNn. I thought perhaps they would ask you for comments 
on this specific problem of determining what is best to do on the 
declining beef cattle situation. I am glad to have comments from any 
of you gentlemen on this particular problem. 

Mr. Horan. I do not think the Committee on Agriculture has gone 
into the credit problem. I know it was suggested 1 as one of the cures 
for the situation that we make sure that credit is not restricted to the 
extent that it will aggravate an already bad situation. 

Mr. Duaean. I see. 
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Mr. Horan. I introduced a bill the day before yesterday to permit 
he Secretary of Agriculture, for 5 more years, to increase under 
ertain circumstances the amount of Farmers Home Administration 
oans. And of course, I am watching the Committee on Agriculture 
vith much interest. I will be notified when they bring this up and 
I am sure they will. It is just another safeguard against unjust 
liquidation of the operator who might temporarily be in bad shape. 


DECLINE IN PRICE OF FEEDER CATTLE 


Mr. Dueean. There has been a slight percentage decline in the total 
number of PCA loans made nationwide: it varies from an increase 
of 1.2 percent in the Spokane district this year over the same period 
last year, that is, January 1 through February 28, to a reduction of 
9.3 in number in the Wichita district, and the volume of dollars is 
down 6.6 percent, but the cheaper price of buying feeder cattle could 
easily account for more than that. There has been a bigger decline 
in the price of feeder cattle than that; yet this time of year is not a 
big season for buying feeder cattle. We have not seen evidence of 
associations moving in on the basis of restricting and foreclosing on 
loans. Yet if you hit a weak case, maybe a spec ‘ulator has gone into 
the market who has rather strong capital position when he got in and 
is in a weak one now. You will find some tightening up there and 
maybe some withholding. 

Mr. Anpersen. Is there anything further? 


GENERAL FARM CREDIT OUTLOOK 


Mr. Esearte. I would like to point out that farm costs, of course, 
continue high and that has automatically brought about some carry- 
overs. Drought, decline in prices, continued high costs have caused 
collections to get somewhat slower. 

Mr. Ducean. If conditions continue a few years from now we will 
find some tight situations because some of these producers that are in 
a tighter situation and do not already have a farm mortgage are get- 
ting farm mortgages to refinance short-term loans, so I do not think 
we have felt the full impact on the farmer of his short-term debt 
and his decrease in price of cattle. 

Mr. AnpersEN. I think you are right, Mr. Duggan. 

Mr. Marsnau. One of the reasons that we have not got into quite 
so much of a credit problem as yet is that a lot of the loans that were 
made for feeder cattle have not as yet been liquidated. This means 
that when you come to that time you may come into a different picture. 
We realize that we cannot hold Farm Credit Administration respon- 
sible in any way whatsoever for what commercial or private lenders 
do but in my area, from observation and having discussed the matter 
witha number of commercial lenders, I am thoroughly convinced that 
they have a tendency to become more conservative in the making of 
their wa and that they also are going to be hesitant about making 
loans for feeder cattle in the future. They see farm-operating costs 
are up and I know personally a number of people who would like 
to become engaged in farming who, at the present time, have no way 
to avail themselves of credit. We are coming into a period which 
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would seem to me to be most disastrous if we were to become co 
servative from the Federal standpoint because we must somehow or 
other maintain stability. 


A DEPENDABLE SOURCE OF CREDIT IN GOOD TIMES AND BAD TIMES 


Mr. Dueean. PCA’s have had a motto: “A dependable source of 
credit in good times and bad times.” I think we are going to see in 
the next few years how well we can live up to that motto. 

Mr. Horan. How do you handle a man who borrows money to raise 
more corn to feed more hogs to sell so he can buy more hogs and raise 
more corn ¢ 

Mr. Duecan. In a period of rising markets, every operator uses 
every scurce of expansion he knows and if he gets caught at the peak, 
he is a credit problem. 

I think we will have credit problems growing out of the leveling off 
and getting away from inflation. It is only natural, but there i is going 
to be less in agriculture than in housing and everything else. But that 
does not change our problem; we sit down with the individual farmer, 
the loan committee at the PCA, and say, “Just where can you cut? 
You can do without a tractor in your budget. Maybe a new auto- 
mobile is in the budget or a washing machine is in the budget for this 
year, and if we are going to make a loan, you are going to have to cut 
these cash expenditures.” That will not cut his ability to farm this 
year but will cut off lots of fringes. 

Mr. Horan. By neighbors. 

Mr. Duaean. The loan committee which are his neighbors in the 
community. Then that loan comes into the Federal intermediate 
credit bank for discount and at that time they either take the loan 
or don’t take it. If they have questions on it, they send it back to 
the association for further adjustment. 

Mr. Anversen. Mr. Duggan, we have had a very splendid discus- 
sion this morning. We appreciate your appearing ‘before us. 

Mr. Dueean. Thank you, sir; we appreciate your consideration. 





Marcu 27, 
FARMERS’ HOME ADMINISTRATION 


WITNESSES 


ROBERT L. FARRINGTON, ACTING DIRECTOR, AGRICULTURAL 
CREDIT SERVICES 

DILLARD B. LASSETER, ADMINISTRATOR, FARMERS’ HOME AD- 
MINISTRATION 

c. C. BARNARD, CHIEF, BUDGET DIVISION, FARMERS’ HOME AD- 
MINISTRATION 

HOWARD BERTSCH, DIRECTOR, FARM OWNERSHIP DIVISION, 
FARMERS’ HOME ADMINISTRATION 

HENRY C. SMITH, DIRECTOR, PRODUCTION LOAN DIVISION, 
FARMERS’ HOME ADMINISTRATION 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


LoaAN AUTHORIZATIONS 


imounts available for obligation 


Authorization to per rom pu debt receipts $153, OO $154, 000, 00( 165, 000, 000 
r year balance availabk 2. 064, 574 


Total available for obligation 155, 064, 574 164, 000, 000 
Unobligated balance, estimated I 3, 552 


Obligations incurred 155. 061 


Obligations by activities 
Description 1952 actual 


1. Farm ownership and farm housing loans $40, 063, 371 $38, 000, 001 $38, 000, 000 
2. Production and subsistence loans 109, 998, 343 120, 000, 00K 120, 000, 006 
3. Water facilities loans 4, 999, 308 6, 000, 000 7, 000, 000 


Obligations incurred 155, 061, 022 


164, 000, 000 165, 000, 000 


Obligations by objects 
Investments and loans: 
195: aoe ; $155, 061, 022 
‘ ewes > ‘ ‘ . 164, 000, 000 
1954_- P 7 ; 165, 000, 000 


Analysis of expenditures 


j : e j 
1952 actual | 1953 estimate | 1954 estimate 


Unliquidated obligations, start of year. denies a | $8,315,645 $3, 423, 261 $4, 000, 261 

Obligations incurred during the year __.| 155, 061, 022 164, 000, 000 165, 000, 000 
| 163, 376, 667 167, 423, 261 | 169, 000, 261 

Deduct: | 

Adjustment in obligations of prior years ‘ 532, 102 

Unliquidated obligations, end of year 3, 423, 261 4, 000, 261 4, 000, 261 


Total expenditures 159, 421, 304 163, 423, 165, 000, 000 


Expenditures are distributed as follows 
Out of current authorizations } 159, 421 
Out of prior authorizations a 


f 160, 000, 000 161, 000, 000 


04) 3) 423) 000 4 000, 000 
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SALARIES AND EXPENSES 


tmounts available for obligation 


‘sstimate | 1954 estim 


XT 


red mortgage progral 2 390, O00 


Obligations incurred 29, 562, ), 765, 042 


Obligations by objects 


1954 estimate 


positions ‘ ‘17! 445, '50 
52-week bast ’ if 93, £00 
120, (00 


gations 
t Obligations 


2 ‘ , 442 24, 766, 000 

l 2, 734 2, , 000 2, 740, 000 
nS} ion « 23, 947 , 000 120, 000 
mmunicatior 288, 158 300, 000 305, 000 
ts and utilits es 601, 605 , 000 850, 006 
and rey lucti 164, 690 000 180, 000 

i 135, 598 000 140, 000 

31, O54 29, 000 30, 000 
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Obligations by objects—Continued 


Object classification 1952 actual | 1953 estimate 1954 estimate 


Direct Obligations—Continued 


supplies and materials sbindlinipineipaniie f $167, 000 $170, 000 
Equipment 76 85, OO 118, 000 
Refunds, awards, and indemnities_ } A) 5) 

Awards for employee suggestions 550 1, 950 
Taxes and assessments . 7 2 000 27, 000 


Total direct obligations 29, 375, 042 29, 428 000 


Obligations Payable Out of Reimbursements From Other 
Accounts 

sonal services ‘ : } 420 286, 550 
ravel l 50, 545 56, 500 
mmunication services : ¥ 000 » 000 
nts and utility services ( Oo 42 000 
ractual services 035 33, 950 
DI 1 materials 000 1, 000 
juipment 


Total obligations payable « of reimbursements from 
other accounts aid q 000 425, 000 


Obligations incurred _ ° 562 765, 042 29, 853, 000 


Analysis of expenditures 


| 
1952 actual stimate | 1954 estimate 
| 


iquidated obligations, start of year.....-- | $2, 062, 464 $2, 176, $2, 199. 952 
ligations incurred during the year 29, 562, 042 29, 765, 29, 853, 000 


31, 624,506 | 31, 952 | 32, 
educt: 
Reimbursable obligations babiddinasein dine 287, 641 ; 453, 900 
Unliquidated obligations, end of year . | 2, 176, 910 | 2, 199, 95: 2. 199, 952 
Adjustment in obligations of prior years- - | 59, 946 


Total expenditures............- Lol a 29, 100, 009 29, 400, 000 


<penditures are distributed as follows: 
Out of current authorizations - Atel --------| 27,099, 398 | 27, 210, 000 
Out of prior authorizations a ih cac = 2, 000, 611 | ’ | 2, 190, 000 


Mr. ANpERSEN. The committee will come to order. 

We have before us the Farmers’ Home Administration. Prior to 
the general statement by Mr. Dillard Lasseter, we will insert pages 
302 through 304, page 308, and pages 312 through 339 of the justifica- 
tions. 


= (The pages referred to are as follows:) 


500 

ow Purpose STATEMENT 

50 The Farmers’ Home Administration, established on November 1, 1946, pursuant 
to the Farmers’ Home Administration Act of 1946, approved August 14, 1946, is 
now authorized to perform the following activities: 

000 1. Make direct farm ownership loans to farm tenants, farm laborers, share- 

rad croppers and other individuals for the purchase, enlargement, or development of 

000 family size farms. Loans, at 4 percent interest amortized over 40 years, are made 

00 in amounts up to the normal value of a farm as improved based on long-term 

= earning-capacity values. 

om 2. Insure 40-year farm-ownership loans made by private lenders up to 90 
percent of the normal value of the farm and necessary improvements at 3 percent 


30505—53—pt. 3-15 
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interest plus a 1-percent-insurance charge (4 of 1 percent available to the insur- 
ance fund and % of 1 percent available for administrative expenses). Insur 
loans are for the same purposes and to the same classes of individuals eligible f 
direct farm-ownership loans. 

3. Make production and subsistence loans to farmers and stockmen for far 
operating expenses and for other farm needs including the refinancing of indebt« 
ness and family subsistence. Loans are made up to $7,000 for 1 to 7 years at 
percent interest with a limit of $10,000 on the total indebtedness of any farmer 

4. Make loans for the construction, repair, or improvement of water facilities 

in the arid and semiarid areas of the 17 Western States. These loans are made at 
3 percent interest for periods up to 20 years to individuals and groups to provid 
domestic or irrigation water supply. Engineering assistance is given in planning 
and installing farmstead and irrigation facilities. 
5. Make loans and grants to farm owners for the construction, improvement 
alteration, repair, or replacement of dwellings and other farm buildings. Alsi 
loans for the enlargement or development of farms to farm owners receiving loans 
and grants for farm dwellings and other farm buildings. Loans are made for 
periods up to 33 vears at 4 percent interest under authority of title V of th 
Housing Act of 1949 as amended. 

6. Make emergency loans to farmers and stockmen in areas where a productio: 
disaster has caused a need for agricultural credit not readily available from com 
mercial banks, cooperative lending agencies, or other responsible sources. Also 
make loans to bona fide fur farmers needing credit, unobtainable from commercial 
banks, cooperative lending agencies or other responsible sources, in order to carr) 
on their present fur-farming operations. Production-disaster loans are made at 
3 percent and fur loans at 5-percent interest rates for periods consistent with thi 
anticipated ability of the borrower to repay. 

The total outstanding principal indebtedness on fur loans may not exceed 
$4,000,000 at any one time. The authority to make loans to fur farmers expires 
on June 30, 1953 

Supervisory assistance in planning and carrying out sound farm and hom: 
operations is provided all borrowers on the basis of their individual problems and 
needs. No loans are made to anyone who can secure adequate credit from other 
sources at reasonable rates. A local county committee of 3 (2 of whom must 
be farmers is re quired to approve each applicant and each loan. In the case of 
farm-ownership loans, they certify to the normal long-time earning capacity 
value of the farm and in the case of farm-housing loans, certify as to the normal 
market value. 

On July 1, 1952, the Administration was servicing the accounts of about 385,000 
individual borrowers with outstanding indebtedness of $665,000,000 principal 
and interest. 

The Farmers Home Administration maintains its central office in Washington 
with program activities decentralized to 40 State offices (a few of which service 
2 or more States), 1,606 county officers, and 4 area finance offices. The Farmers 
Home Administration, on November 30, 1952, had 6,314 full-time employees 
303 of whom are in Washington, and the balance in the field, and 9,439 State and | 
county committeemen who are part-time employees paid an average of 8 to 10 
days a year. | 


Appropriated, | Revised budget 






1953 estimate, 1954 

Borrowing authorizations 

Farm ownership and farm housing aut $38, 000, 000 $35, 500, 000 

Production and subsistence ‘ : 120, 000, 000 117, 500, 000 

W ater facilities 6, 000, 000 7, 000, 000 
Appropriated funds 

Grants (farm housing program) i ‘ sede i00lU ere 

Salaries and expenses. adaiaaaieti thei 29, 340, 042 | 27, 600, 000 





Total Su toenetlon cae asoeuedd 193, 437, 604 187, 600, 000 














1 Estimated anobligated balance available from prior year appropriation. 
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(a) Loan authorizations 
(Authorization to borrow from Treasury) 


\ppropriation Act, 1953 - wing | —_ ; 
Revised budget estimate, 1954 ; iit a 
Decrease 
SUMMARY OF INCREASES AND DECREASES, 1954 
Farm-ownership and farm-housing loans ig 
Production and subsistence loans 


Water-facilities loans_ ees 5 erie 


Project statement (on the basis of available funds) 


> . 1953 Increase or 
I ject 952 
pe ig (estimated decrease 
Loan authorizations 
1. Farm ownership and farm housing loans $40, 063, 371 $38, 000, 000 $2, 500, 000 
Production and subsistence loans 109, 998, 343 120, 000, 000 —2, 500, 000 
W ater facilities loans 4, 999, 308 6, 000, 000 +1, 000, OO 
otal loans 155, 061, 022 164, 000, 000 ~4, 000, 000 
Unobligated balance 3, 552 
lotal available or estimate 155, 064, 574 164, 000, 000 4, 000, 000 
Prior year balance available 2, 064, 574 
lotal appropriation or estimate 153, 000, 000 164, 000, 000 


(b) Salaries and ¢ rpenses 


\ppropriation act, 1953 g 


teductions pursuant to 
Section 411 $1, 128 
Section 412_ 8, 830 


lransfer from farm tenant-mortgage insurance fund 


Total available, 1953, and base for 1954 
Revised budget estimate, 1954: 
Direct appropriation ; 
Transfer from farm tenant-mortgage insurance 
fund 285, 000 


$27, 600, 000 


Total available, 1954 
Decrease 
SUMMARY OF INCREASES AND DECREASES, 1954 


Decrease in appropriation for administrative and operating costs 
based on elimination of home-management technical assistance, 
reduced loan activity, and increased efficiency 

Increase in transfer from farm tenant-mortgage insurance fund in 
connection with making and servicing additional insured mort- 
gage loans 


$164, 000, 000 
160, 000, 000 


+, 000, 000 


2, 500, 000 
2, 500, 000 


+1, 000, 000 


1954 revised 
(estimated 


$35, 500, 000 
117, 500, 000 
7, 000, 000 


160, 000, 000 


} 160, 000, 000 


29, 350, 000 


9, 958 
233, 000 


29, 573, 042 


27, 885, 000 


1, 688, 042 


1, 740, 042 


+52, 000 
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Project statement 


1953 (esti- | Increase or | 1954 revised 
mated) decrease | (estimated 


Administration of gr nd insured 


mortgage prograr $29, 482, 401 $29, 573,042 | —$1, 688,042 | $27,885, 000 
Unobligated balance 121, 099 


Total available 9, 603, 500 29, 573, 042 —1, 688, 042 | 27, 885, 000 
Deduct transfer from ‘‘ Farm tenant-m«¢ 


insurance fund 208, 000 233, 000 +52, 000 | 285, 000 


Subtotal 29, 395, 500 29, 340, 042 —1, 740, 042 , 600, 00K 
Reductions pursuant to secs. 411 and 41 +9, 958 


rotal appropriation or estimate _- 29, 395, 20, 350, 000 


STATUS OF PROGRAM 


DIRECT AND INSURED FARM OWNERSHIP LOANS AND FARM HOUSING LOANS AND 
GRANTS 


litle I of the Bankhead-Jones Farm Tenant Act as amended authorizes direct 
and insured farm ownership loans for the purchase and improvement of family- 
type farms and for the enlargement and improvement of undersized and under- 
developed farms. ‘Title V of the Housing Act of 1949 as amended, authorizes 
loans and grants to owners of farms for the construction, improvement, altera- 
tion, repair, or replacement of dwellings and other farm buildings. Loans for 
enlargement and development are also authorized on certain farms receiving loans 
for buildings. 

A total of $38 million was authorized in 1952 for direct farm ownership and 
farm housing loans. This amount was allocated between the programs as follows: 
$19,000,616 for farm ownership loans and $18,999,384 for farm housing loans. 
There was also available in 1952 for farm housing loans $2,064,574 unobligated 
from the 1951 borrowing authorization. Within the total of $19,000,616 for 
farm ownership loans, $2,270,300 was allocated exclusively for loans to settlers 
on reclamation projects. The balance of $16,730,316 was made available among 
the States and Territories in accordance with the statutory formula for distribu- 
tion of funds based on farm population and prevalence of tenancy. 

The Department of Agriculture Appropriation Act, 1953, again makes $38 
million available for farm ownership and farm housing loans. The initial dis- 
tribution of the 1953 borrowing authorization allocates $19 million for farm owner- 
ship loans and $19 million for farm housing loans. ‘The farm ownership loan allo- 
cation includes $2,300,000 for loans on reclamation projects. 

Direct and insured farm ownership loans 

Record high and sustained agricultural production is required to meet the needs 
of a rapidly growing population, the demands resulting from an accelerated de- 
fense program and the necessity of providing aid for foreign countries. Most of 
this increased production must come from better utilization of our present acreage 
since new lands which may be brought into production are limited. The farm 
ownership program, particularly through its emphasis on its farm enlargement 
and development loans, can make a substantial contribution to the increased and 
sustained production of agricultural commodities through the extension of credit 
to stabilize ownership and promote more efficient use of land and labor resources. 

Through the farm ownership program eligible farm tenants, sharecroppers, 
and farm laborers may purchase family-type farms and the owners of under- 
size or underdeveloped farms may enlarge their farms or develop them into 
efficient family-type farm units. Preference is given to veterans and special 
provisions are made for loans to disabled veterans. Farm ownership loans are 
available only to those farm families unable to obtain credit at reasonable rates 
and terms from other sources. 

In addition to credit, borrowers are provided with practical on-the-farm guid- 
ance as required to assist them in making adequate and economical improvements 
to their farms and farm buildings and to assist in adopting improved farm and 
home management practices and making other adjustments necessary to place 
their farming operations on a sound and profitable basis. These loans, together 
with assistance and on-the-farm guidance are designed to help farmers become 
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established on farms and develop efficient farm and home operations which 
adequately utilize their land and labor resources. 

1. Source of funds.—Direct loans are made from Federal funds in amounts 
up to 100 percent of the value of the farm and necessary repairs and improve- 
ments. Similar loans made by private lenders may be fully insured by the 
Government up to 90 percent of the value of the farm and necessary repairs and 
improvements. 

2. Terms of loans.—Loans are amortized over a 40-year period and deferment 
of payments may be made to the end of the second full crop year where basic 
adjustments required in placing the farm in operation will result in little cash 
beyond that needed for operating and family living expenses during the early 
years of development. On loans made since June 19, 1948, direct loan borrowers 
pay 4 percent interest and insured loan borrowers pay 3 percent interest plus 
1 percent annual mortgage insurance charge. Borrowers are rquired to refinance 
their loans with responsible private or cooperative credit sources whenever they 
are able to obtain such refinancing at reasonable rates and terms. Provision is 
made, however, in the case of insured mortgage loans for the holder of the insured 
mortgage to retain a loan that could be refinanced by other lending institutions 
until such time as the holder may be able to refinance the loan on an uninsured 
basis under laws or regulations to which he may be subject. Provision is made 
for the purchase of nondelinquent insured mortgages expected after January 1, 
1952, from private lenders after an initial fixed period of not less than 5 years 
from the date of the insured mortgage. Before that date the period of waiting 
was 7 years. Such purchases are made from the farm tenant-mortgage insurance 
fund established for the purposes of paying losses, ete. 

3. Types of loans.—Farm ownership loans are of three types: 

A. Tenant purchase loans to buy and develop efficient family-type farms. 

B. Farm enlargement loans to buy additional land to convert undersized units 
into efficient family-ty pe farms. 

C. Farm development loans to develop underimproved units into efficiently 
family-type farms. 

1. Limitations on loans.—Loans are limited by statute to farms which have a 
value as acquired, enlarged, or improved not in excess of the average value 
of efficient family-type farm management units in the county where the 
loan is made. As an additional limitation, it has been determined administra- 
tively that loans between $12,000 and $15,000 must have special authorization 
by the State director and loans in which the investment will be in excess of 
$15,000 must have special authorization by the Administrator. To protect the 
borrowers against purchase of farms at excessive values or the establishment of 
excessive debts for improvement, each loan must be supported by a normal 
earning capacity appraisal based on long-time yields, prices, and production 
costs made by a competent appraiser. As a further safeguard, the fair and 
reasonable value of each farm based upon its normal earning capacity after con- 
templated improvements are made is determined by a local committee composed 
of 3 men, at least 2 of whom are farmers. No loan may be made in excess of the 
amount certified by the county committee to be the fair and reasonable value of 
the farm. 

5. Distribution of funds.—Except for a portion of direct loan funds which may 
be distributed in accordance with the needs of settlers on reclamation projects 
and to homestead entrymen on public land, the direct loan funds are distributed 
among the States and Territories on the basis of farm population and the prev- 
alence of tenancy. Each State is allotted a minimum of $100,000 and adjust- 
ments among States may be made to take care of applications of veterans. 
Seventy-five percent of the insured loan authorizations are distributed by the 
formula relating to farm population and prevalence of tenancy. The remaining 
25 percent of the insured authorizations may be distributed by the Administrator 
in accordance with the relative needs in the various areas of the country. 

6. Progress of program.- 

A. Demand: During the fiscal vear 1952 the demand for farm ownership loans 
continued at the rate of about 20 applications received for each loan approved. 
At the end of the fiscal vear 1952, unprocessed applications on hand totaled 28,056 
of which 15,854 were from veterans. 

B. Loans: Initial farm ownership loan activity. 

(1) Direct loans: Since inception of the program in 1938 to June 30, 1952, 
approximately 59,248 loans for more than $380,649,018 have been made. This 
amount does not include noncash loans previously made in the liquidation of rural 
rehabilitation projects properties which are also included as farm ownership loans 





1082 


on the loan accounts of the Administration. In 1952, initial loans were made to 
1,550 families, including 165 initial loans made from the allocation of $2,270,300 
for loans to reclamation project settlers and 1,385 loans in the States and terri 
tories under the statutory distribution formula. Consistent with the veterans 
preference provision in the Farmers’ Home Administration Act of 1946, 1,360 of 
the 1,385 loans made from funds allocated under the distribution formula were 
made to veterans with only 25 loans being made to nonveterans. This conforms 
with the ratio of direct loans made to veterans and nonveterans during the fiscal 
vears 1950 and 1951. Continued demand from veterans during the 1953 fiscal 
vear is expected to absorb practically all of the funds available under the dis- 
tribution formula for initial loans. Of the 165 initial loans made to reclamation 
project settlers, 105 were to veterans. Direct loan activity from funds available 
under the distribution formula is shown on the following table: 


Pere 
loans to 
veterans 


number), Number Amount 


2) Insured loans: The insured farm ownership loan program continued on a 
substantially restricted basis due to a ‘‘tight’’ money market with few private 
institutional lenders interested in investments of this type. During the fiscal 
vear 1952, 1,131 initial loans were insured, including 249 for veterans. Insured 
loan activity is shown in the following table: 


Percent lotal all initial loans 
loans to 
veterans 
number)| Number Amount 


338 $2, 837 

1, 149 7, 937, 241 

2, 191 579, 689 

2, 153 17, 604, 210 

] bs 1, 131 660, 677 
1953 (estimated) < ‘ 2 1, 090 900, N00 


10% 


The relatively low proportion of insured loans made to veterans is primarily 
the result of many veterans being unable to meet the 10 percent down payment 
requirement of the insured loan program. All applicants, whether veteran or 
nonveteran, are considered for insured loans before being considered for direct 
loans, but the down payment requirement cannot be met by many otherwise 
qualified veteran applicants 

C. The following table shows the number of initial tenant purchase, farm devel- 
opment, and farm enlargement loans in recent years, including both direct and 
insured loans and including loans on reclamation projects: 


Percent of 
number of 
Tenant Farm en- Farm total loans 
purchase largement develop- made for 
loans loans ment loans | enlargement 
and develop- 
ment 


1947 

1948 1 
1949 1 
1950 2 
1951 2 
1952 1 


LT 
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Increased emphasis has been given to the making of both direct and insured 
oans for enlarging and developing inadequate and underdeveloped farms. Farm 
families occupying farms that are too small or lack adequate development are 
faced with the problem of underemployment resulting from insufficient land 
resources to permit efficient utilization of available family labor and managerial 
ability. This results in inadequate incomes. Studies of the Senate Committee 
on the Economie Report indicate that 1 million farm families, 570,000 of which 
are farm owners, have inadequate land resources to provide productive employ- 
ment for the available family labor. Assistance to these families in developing 
farms of adequate size and efficiency permits fuller use of manpower, increased 
production of agriculture commodities, increased income and greater economic 
stability. Enlargement and development loans attack in a practical and effective 
manner some of the most basic and difficult problems involved in strengthening 
family farms in America. 

D. Loan repayments: 

1) Direct loans: From the inception of the farm-ownership program in 1938 
through March 31, 1952, a total of 65,022 families had been advanced $402,055,229 
including the value of noncash loans) for the purchase, enlargement, and develop 
ment of farms. Principal payments of $215,618,793 and interest payments of 
$56,957,623 had been made. In addition, principal writeoffs totaled $711,452 
and judgments were $193,755. Interest writeoffs were $60,978 and judgments 
were $18,258 \s of March 31, 1952, cumulative scheduled installments of 
$60,192,175 were due from the 35,804 borrowers with outstanding loan balances 
but regular principal and interest payments made on these installments wer 
$74,116,251, which was 23 percent or $13,924,076 more than required on a sched 
uled amortization basis An additional $9,973,817 in refunds and extra payments 
not applied to scheduled installments were credited to these borrowers’ accounts 
On the same date, 22,618 borrowers were $16,838,654 ahead of schedule, an average 
of $744 each; 7,008 were on schedule; and 6,178 were behind schedule $2,914,578, 
an average of $472 each 

\ total of 29,218 of the 65,022 families who had received loans had paid their 
loans in full as of March 31, 1952. Of this number 18,910 or about 65 percent, 
neluding 3,200 who refinanced their loans through other credit sources, continued 
to operate the farms acquired through this program The remaining 10,308 
fully satisfied their accounts but no longer operated the farms acquired throug! 
this program. 

2) Insured loans: As of March 31, 1952, $48,959,533 had been advanced under 
the insured mortgage program to 6,308 farm families for the purchase, enlargement 
and development of farms. Payments by insured mortgage borrowers totaled 
$6,672,510 as of the same date. Of this amount, $3,817,735 represented principal 
payments, $2,045,361, payments on interest, and $809,414 payments to the 
mortgage insurance fund, including the 1 percent insurance charge As of 
March 31, 1952, 227 insured mortgage borrowers had paid their loans in full 
Of those still active, 2,852 were ahead of schedule, 2,786 were on schedule, and 
443 were behind schedule 

E. Progress of borrowers: A total of 1,853 borrowers who repaid their loans in 
the 1951 fiscal year and remained on their farms increased their gross cash income 
from an average of $1,517 to $4,936 while paying out their farm-ownership loans. 
This is an increase of slightly more than 225 percent and amounts to more than 
100 percent even after the figures are adjusted for price changes. Value of pro- 
ductive livestock for these borrowers increased from $886 before receiving loans 
to $1,955 in 1951. Value of workstock and equipment increased from $626 to 
$2,425. Net worth at the end of the last full crop year on the program was more 
than four times the net worth the year before acceptance. The families whose 
records are included in these figures had borrowed an average amount of $5,499, 
and had loan balances outstanding an average of only 7.8 years although the 
original notes provided for amortization of the loan over a 40-year period 

Records from 2,180 borrowers with accounts outstanding in 1951 who received 
loans in 1940, showed cash farm income increasing since the year before accept- 
ance from $861 to $3,852. This is an increase of 66 percent after adjustment for 
price changes. Net worth for these borrowers had increased from $1,462 in 1940 
to $9,063 in 1950 and value of productive livestock had increased from $528 to 
$2,023. More than 70 percent of these borrowers are ahead of schedule in their 
payments. 


Farm housing loans and grants 


The need for record high levels of agricultural production, the marked changes 
both in agricultural practices and patterns of agriculture, and the growing scarcity 
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of farm labor make adequate and appropriate farm buildings essential to efficient 
operations. Through the farm-housing program owners of farms unable to obtai: 
credit from other sources at rates and on terms which they can be expected to repay 
are assisted not only in providing decent, safe, and sanitary housing for humans 
but also in providing adequate and appropriate farm buildings for the productio1 
of livestock and livestock products, for storage facilities, and for other essentia 
farm uses. 

1. Type of loans and grants—Loans and grants of the following types are mad 
under the farm housing program. 

A. Building loans 

(1) Loans for such purposes as construction, improvement, alteration, repair, 
or replacement of dwellings and other farm buildings are made under the follow- 
ing authorities: 

a) Under section 502 of the Farm Housing Act loans are made to applicants 


with income sufficient to meet regular amortization payments of principal and 
interest 

(6) Under section 503 of the act loans are made to applicants who must mak« 
basic changes in their fgrm program before the income will be sufficient to meet 
annual payments of principal and interest. 

(2) Under section 504 (a) loans or loans in combination with grants are made 


to farm own . occupants to cover the cost of minor improvements and repairs 
necessary for the safety and health of the occupant, his family, or the community 

B. Enlargement and development loans: Under the authorization of section 
504 (b) loans are made for farm enlargement and development in connection with 
other loan or grant assistance for dwellings and other farm buildings under the 
authorization of section 503 and section 504 (a). This type of assistance is de- 
signed to encourage adequate family-size farms and to provide the borrowers in- 
come sufficient to support decent, safe, and sanitary housing and other farm 
buildings. 

C. Repair and improvement grants: Under section 504 (a) grants alone or in 
combination with loans are authorized to cover the cost of repairs and improve- 
ments necessary for the safety and sanitation of the occupant, his family, or the 
community. Grants alone are made only to owner-occupants unable to repay 
a loan for such purposes as repairing roofs, providing toilet facilities, providing a 
sanitary water supply, supplying screens, or makin g other repairs or improvements 

2. Limitation on loans and grants authorized by section 504 (a). The act limits 
individual loan and grant assistance under section 504 (a) to a total of $1,600. 
Grant assistance whether or not combined with a loan may not exceed $500. 

3. Terms of loans Under sections 502 and 503 of the Housing Act of 1949, as 
amended, loans may be made for periods of not to exceed 33 years and interest 
is charged at 4 percent per annum Borrowers under section 503 may receive 
credits as necessary during the first 5 years of the loan up to the amount of the 
interest payment and one-half of the principal payment. Section 504 (a) loans, 
by administrative limitation, may not be made for periods exceeding 10 years 
and are not generally made for more than 5 years. 

4. Supervision and technical services——Engineers and local Farmers Home 
Administration county supervisors furnish technical services to borrowers in 
connection with building plans, specifications, construction supervision, and 
inspection, and advice and information regarding farm dwellings and other 
buildings. Borrowers under sections 503 and 504 (b) are given assistance as needed 
by county supervisors in making adjustments in their farm and home operations. 
5. Progre SS of program, 

A. Applications: During the fiscal year 1952 written applications for farm 
housing loan or grant assistance were received from 15,584 farm owners, of whom 
6,479 or 42 percent were veterans. 

B. Loans and grants: Since the inception of the farm-housing program in 
October 1949, to June 30, 1952, loans totaling $62,411,165 have been made to 
13,059 farm owners and 667 initial grants have been made in the amount of 
$308,865. Ninety-nine of these grants were made to farm owners who also 
received loans: thus 13,627 farm owners have been assisted by this program to 
this date. The major portion of the building funds, namely $50,715,108, were 
loaned for dwelling construction and repair. A total of 6,491 new dwellings and 
repairs to 5,269 additional farm houses have been financed with farm-housing 
funds. The average planned construction cost of new houses during the 1952 
fiscal year was $6,933, including loan funds and cash contributions by borrowers. 
This relatively low cost of homes financed with farm-housing loans is largely a 
result of borrowers making extensive use of salvage and locally produced materials 
and utilizing a substantial amount of family labor to do the construction work. 
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Consequently, there is little competition from this operation for labor and mate- 
als used in commercial construction and in the defense effort 
Of the 4,271 farm owners receiving initial farm-housing loans and grants during 
he 1952 fiscal vear, 1,764, or 41 percent were veterans. The following table shows 
e number and amount of initial loans and grants made during the fiscal vears 
1950, 1951, and 1952 and an estimate for the fiscal vear 1953 


Initial loans ar 
. 1 | 
Number loans A mount 
and crants | loans 
7, 299, 474 
23, G28, 186 ] 24, 059, S35 
”), 74 2, 831, 82 
18, 430, 000 » 562 | 18, 527, 562 


Loans and grants to veterans only 


Number 
loans and 
grants 


Percent of Amount I Total 
num ber loans f amount 


1, 525 : $6, 741, 121 $12, 130 $6, 753, 251 
2, 096 ¢ 9, 682, 202 12, 380 9, 694, 582 
1, 764 8, 922, 3 10, 235 &, 932, 550 
1, 559 5 8, 293, 5 3, OOK &, 337, 403 


In addition to the above, 142 subsequent loans for $189,548 and 1 subsequent 
grant for $155 were made in 1951 and 204 subsequent loans for $323,186 and 
| subsequent grant for $150 were made in 1952. These subsequent loans and 
rrants were made to both veterans and nonveterans. 

The number of farm owners receiving farm-housing financial assistance of 
various types is shown in the following table: 


Number dur- 
ing 1952 


ly 
fiscal yea 


C. Use of funds: During the fiscal vear 1952 the following 


planned with farm-housing initial loan and grant funds, inclu 
butions by borrowers: 


mprovements were 
ling cash contri- 


A verage 
Type of improvement Number t planned 
cost 


New dwellings 1, 827 $12, 665, 942 
Repairs to dwellings 1, 517 3, 516, 036 
New farm service buildings 2, 004 ; 

Repairs to farm service buildings ; SO4 617, 546 
Water system ‘ 1, 584 721, 695 
Land development... 163 203, 680 
Land purchase. ... 74 229, 053 


Improved housing through assistance received under the farm housing program 
has eliminated overcrowding and made possible the correction of many unsafe and 
unsanitary housing conditions which existed prior to the receipt of such assistance. 
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The construction of new and repairs to existing farm service buildings has enabled 
borrowers to make better use of their land and labor resources. Through assist- 
ance in the fields of land development and land purchase, many owners of un- 
economic units have been given the assistance necessary to enable them to convert 
their holdings into economic units on which they may be expected to carry o1 
successful farming operations. Through farm-housing assistance, not heretofore 
available, many farmers have been able for the first time to provide decent 
safe, and sanitary homes for their families, increase their production and incomes 
and achieve greater economic stability. 

D. Loan repayments: Of the 10,223 borrowers with payments due December 31 
1951, 25 percent were ahead of schedule, an average of $156. Four percent paid 
an average of $178 less than was due on that date. The 506 borrowers owning 
inadequate farms at the time loans were made received contributions totalling 
$27,565. 

SALARIES AND EXPENSES 


Increased time re quired for loans 


The emphasis the Farmers’ Home Administration is placing on the making of 
loans only to those applicants who have the ability and desire, and who have or 
can acquire the necessary resources to operate fully economic farm units has 
‘aused a need for more intensive study of. the farming operations of each loan 
applicant. The primary factors which have caused the increase in the size of 
loans have placed additional demands on the time and abilities of operating 
personnel. Sound and successful farming Operations under present conditions 
must include such technological advances as mechanization adapted to the size 
and type of farm operation, improved fertilization practices, the use of locally 
adapted hybrid seed, insecticides and fungicides to control plant and animal 
pests, soil conservation measures which restore and maintain the productive 
capacities of soils for sustained yields and the adoption of other related and 
improved practices. 

The development of a farm and home plan which introduces new enterprises 
and which blends technological advances in a manner which will provide an 
efficient operation with sufficient volume to produce income necessary to repay 
the loan and assure a reasonable standard of living for the borrower family, is a 
time consuming task. Such a plan is of little value unless the improvements and 
practices incorporated in the plan are translated into action on the borrower’s 
farm. Teaching low-income families to adopt improved practices requires sub- 
stantial supervisory time and effort. It is, however, essential for the protection 
of the Government’s investment, the success of the borrower family and the 
general welfare of the Nation. 

In order to most effectively meet the problem presented by the added individual 
attention needed in loan making and servicing, continuing studies are made to 
assure that available personnel are properly allocated between the various offices. 
While such studies have not resulted in the elimination of county offices, because 
many of the present offices are required to serve unduly large geographical areas, 
progress is being made in shifting personnel to areas of greatest need. 

Disaster- and fur-loan activity 

Since April 1949 the Farmers’ Home Administration has been administering 
the production disaster- and fur-loan programs authorized by Public Law 38, 
approved April 6, 1949. These emergency programs aré operated through existing 
offices of the Administration, with regularly employed personnel administering 
the programs with their other activities unless the additional workload becomes 
great enough to be detrimental to their regularly assigned responsibilities. In 
many instances, the designation of a disaster area results in relatively few loans 
and the added workload created by such loans can be absorbed without difficulty. 
In this manner the services of regularly employed personnel are utilized to the 
fullest possible extent and payments for personal services from the disaster-loan 
revolving fund are held to a minimum. In such instances, however, the absence 
of disaster activity would not permit a reduction of personnel paid from the 
regular “Salaries and expenses’’ appropriation without reducing the performance 
on other statutory functions assigned to this Administration. In other instances, 
a substantial additional workload is created and then additional personnel are 
employed, generally on a temporary basis, and paid from the disaster-loan 
revolving fund, 
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PRODUCTION AND SUBSISTENCE LOANS-——TITLE II 


Title II of the Bankhead-Jones Farm Tenant Act, as amended by the Farmers’ 
Home Administration Act of August 14, 1946, and Public Law 123, approved 
August 23, 1951, authorizes loans to eligible farm families who are unable to 
obtain needed credit from any other source at reasonable rates and terms to meet 
their farm and home-operating needs. In addition to credit, borrowers are pro- 

ided practical on-the-farm guidance, as required, to assist them in adopting 
mproved farm and home-management practices and in making other adjustments 
ecessary to place their farming operations on a sound and profitable basis. These 
wctivities are designed to help low-income farmers, including veterans who wish 
come established on farms, in developing more efficient farm and home opera- 
tions that will provide adequate living for their families and greater security on 
the land. 

Pur pose s and terms of loans 

Loans are made for the purchase of necessary livestock, farm equipment, feed, 
eed, fertilizer, other farm needs, essential home equipment and family subsistence, 
neluding medical care. Loans to any individual borrower in any fiscal year may 
ot exceed $7,000, and the total outstanding indebtedness of any borrower for 
ill such loans may not exceed $10,000. Interest is charged at the rate of 5 percent 

the unpaid principal balance. 

Production and subsistence loans are made primarily to eligible farmers who 
have or can acquire the necessary land resources and have the background and 
the ability to enable them to make needed adjustments in their farming operations 
to place such operations on a sound and efficient basis. Adjustment loans are 
based on individual farm and home plans developed with the advice and assistance 
of the county supervisor, and may be repaid over a period of not to exceed 7 years 
in @ manner consistent with the borrower’s ability to pay. A limited number of 
innual loans are made to operators of family-type farms whose primary credit 
eeds are of a seasonal or emergency nature to provide necessary credit for the 
production of cash crops or to purchase or grow feed for productive livestock or 
ivestock being fed for the market. Annual operating loans are scheduled for 
repayment when the principal income from the enterprise financed with such loans 
normally would be received, usually within 1 year. 


Supervision (on-the-farm guidance) 

Many applicants for operating loans are handicapped by inadequate land re- 
sources, lack of experience, lack of knowledge of modern and efficient management 
practices, lack of equipment or livestock, or a combination of such problems. 
Borrowers are provided practical on-the-farm assistance in analyzing, planning, and 
carrying out sound farm and home operations so as to make the best use of 
their land, labor, capital and skills. Such supervision contributes directly to 
the success of the borrowers and is a protection of the financial interest of the 
Covernment, 


Significant program data 


A. Decrease in number of new loans made Despite the continuing high level 
of demand for farm-operating loans throughout the Nation, the number of new 
applicants served has decreased sharply in recent years. The following table 
shows the number of new operating loans made the the total amount of funds 
available during each of the fiscal years 1948 through 1952, and estimates for 1953: 


Number new loans made Total avail- 


ible for oper- 


Adjustment Annual Total ating loans 


1948 29, 962 32, 648 2, $60, 000, 000 
1949 37, 935 25, 621 74, 000, 000 
1950 40, 622 72 85, 000, 000 
1951 34, 311 , 633 5, 103, 000, 000 
1952 23, 659 R55 110, 000, 000 
1953 (estimate) 23, 750 430 120, 000, 000 


The sharp decrease in the number of new loans made in recent years has resulted 
primarily from the following: Increased emphasis has been placed on assisting 
farmers who would effectively use credit and guidance in making adjustments 
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and improvements necessary to assure success at farming and provide economi 
security rather than to those farmers desiring only operating credit to continu 
their inadequate operations. This has inereased the average size of loans. Thx 
average size of new adjustment loans increased from $1,360 in 1950 to $2,680 ir 
1952, and it is expected that the average size of such loans will approximate $3,200 
during the current fiscal vear. Initial adjustment loans to veterans averaged 
$2,875 in 1952 compared with $2,504 for loans to nonveterans. Larger loans to 
veterans has contributed to the reduced number of new loans since veterans 
received 50.9 percent of the funds available for new loans in 1952. Increased 
costs also have been a major factor contributing to the increased size of new loans 
For the same reasons it has been necessary to set aside increasing amounts for 
subsequent loans to those who have borrowed previously. For these reasons fewer 
borrowers can be served now than in prior years with the same amount of loan 
funds 

B. Collections.—The following is a summary of the cumulative and current 
collection activity on operating loans 

(1) Cumulative collections on operating loans made by Farmers’ Home Admin- 
istration and predecessor agencies have exceeded cumulative advances made during 
the last 6 fiscal years by $88,081,306, as shown by the following tables: 


Loan dis- Principal Interest Total repay- 
bursements repayments repayments ments 


$90, 432, 402 | $119, 784, 295 $14, 290, 621 $134, 083 
59, 996, 090 101, 453, 618 2, 769, 753 114, 223, 371 
, 651 . 279, 960 > 124 89, 562, O84 
, 781 68, 004, 734 9, 702, 196 77, 706, 930 
102, 936, 954 83, 307, 468 , 926, 796 94, 234, 264 
109, 998, 343 90, 566, 068 , 066, 894 101, 962 


523, 362, 221 541, 396, 143 047, 384 611, 443, 527 


2) Cumulative loan advances and collections of Farm Security Administra- 
tion, Emergency Crop and Feed Loan Division, and Farmers’ Home Adminis- 
tration follows: 


» June 30, 1952 | Principal 
repay 
ment to 
maturi- 
ties 


Total 
collec- 
tions to 


Principal Interest advances 


Percent Percent 


70. 681 $885, 732, 043 | $122, 508, 695 88.3 100. 3 


575, 934, 58 473, 111, 944 4, 896, 45 82.1 | 91.7 
| 
494, 034, 689 204, 395, 159 23, 507, 139 94. 5 | 64.3 


Production and subsistence loans are scheduled for repayment over a period 
extending from 1 to 7 years and a large portion of the total advances for such 
loans is not yet due. This accounts for the fact that collections total only 64.3 
percent of the advances made through June 30. 

C. Debts compromised, adjusted, or canceled pursuant to Public Laws 518 and 
731.—Continued emphasis is being given to the settlement of operating loan 
accounts eligible for compromise, adjustment, or cancellation as shown by the 
following table: 


From incep- 

During fiscal tion, Apr. 4, 
year 1952 1945, through 
June 30, 1952 


Number of borrowers involved in settlen 82, 873 664, 231 
Original principal indebtedness $40, 029, 510 $211, 114, 080 
Repaid prior to settlement 
Principal $15, 183, 807 $78, 517, 952 
Interest ‘ $2, 873, 677 $12, 558, 
Unpaid balance at time of settlement | 
Principal 4 $24, 845, 703 $132, 596, 
Interest sa $15, 966, 859 | $46, 285, ! 
Principal and interest paid at time of settlement a $2, 637, O88 
Principal and interest written off . $38, 175, 474 
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D. Progress of borrowers.—The average value of products produced by the 
34,595 borrowers who completed payment of their loans in 1951 ma continued as 
family-type farm operators was $3,356, or 66 percent more than the average of 
$2,021 produced the year before they received their loans. Gross income for 
these borrowers, including off-farm income, average $2,146 before they received 
their loans and $3,413 in the vear when the loans were paid. 

The average net worth increased from $2,667 to $5,029, and working capital 
from $1,430 to $3,029. Before receiving their loans 52 percent had electricity, 
whereas 77 percent had electricity in 1951. Thirty-one percent had refrigerators 
before acceptance and 61 percent when the loans were repaid. Running water 
increased from 19 percent before acceptance to 31 percent in 1951. 

Approximately 16,000 of the 34,595 borrowers either owned all or part of the 
farms they operated before they received their loans. By 1951 the number of 
owners or part owners in the group had increased to almost 20,000 or 57 percent 
of the total. 

Results of the emphasis on improved farm and home-management practices 
and the guidance in establishing desirable farm and home-management opera- 
tions is evidenced by reports showing an increase of 86 percent in the number 
of borrowers using adequate amounts of fertilizer, a 63-percent increase in the 
number of borrowers breeding to approved sires, and 58 percent increase in those 
adequately vaccinating livestock and treating for disease prevention in the 1951 
crop year. 

There was also a 47 percent increase in the number of borrowers using recom- 
mended seed varieties, a 55-percent increase in the number feeding balanced 
rations, and an 8l-percent increase in those developing adequate improved 
pastures. Examination of improvements in home management and familyliving 
shows a 38 percent increase in the number of borrowers preserving and storing 
adequate quantities of fruits and vegetables for home use, and a 31 percent 
increase in the number of families conserving and storing adequate meat supplies 
for home use, 

WATER FACILITIES 
1. Purpose of loans 

Under the Water Facilities Act of August 28, 1937, loans are made to indi- 
vidual farmers or ranchmen or to groups of from two to one hundred or more 
farmers when water facilities can be operated and maintained more feasibly on 
a community basis. Loans are of two types: 

A. Farmstead loans made to provide adequate water supplies close to the-farm 
buildings for household use, for livestock, and for garden production by installing 
new facilities such as wells, ponds, and cisterns with appurtenant equipment or 
by improvements to existing facilities. 

B. Irrigation loans made to provide new facilities and to develop or improve 
existing facilities for supplying water for crop production. The types of facilities 
developed vary with the needs of the locality and may include such facilities as 
small irrigation systems, large wells including pumping plants, and farm distribu- 
tion systems, low-capacity pumps and sprinkler systems, or small storage reser- 
voirs and dams. 


2. Terms of loans 


Loans are scheduled to be repaid as rapidly as possible consistent with the 
borrowers repayment ability. However, loans are made for periods sufficiently 
long, generally not to exceed 20 years, to allow the operator to make repayment 
from income derived from the use of the facility. The interest rate is 3 percent 
per annum. Loans are not approved for applicants who can secure adequate 
credit on reasonable terms from other credit sources. 


8. Technical assistance 

Engineering assistance is given all borrowers, as required, in planning and 
installing farmstead and irrigation facilities. Such assistance is necessary for 
efficient service of the installations and to assure repayment of the loans. Farm- 
and home-management guidance is provided as needed to assist in profitable 
utilization of the facilities. To the extent that personnel is available, engineering 
assistance is also given to a limited number of farm families and organized water 
users groups who are unable to obtain it from other sources. 


4. Significant program data 


A. Applications —The demand for water facilities loans since the inception of 
the program has been increasing and has far exceeded the number of loans which 
could be made. Some of the increased demand has resulted from, (1) the in- 
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ability of private credit sources to make loans based upon expected increased 
farm returns from installations; (2) the creation of new farm units in reclamatio: 
projects; (3) breakdown of existing water systems; and (4) the need for rural 
water systems in areas where it is not feasible to install facilities on individual! 
farms. Despite some increase during each of the past 3 fiscal years in the amount 
of loan funds available, it has not been possible to make any significant change 
in the number of applicants served as compared with the total number of appli- 
cants. During the fiscal year 1952 less than one-third of the individuals and 
about one-fifth of the group applicants were served. The following table shows 
the number of applicants, the number of new loans made, and the percentage of 
applicants who received loans in the fiscal years 1947 through 1952, and estimated 
for 1953. 


Number Loans as 
initial percent of 
loans made applicants 


Number 
applicants 


1952 


1953 


1947 
1948 
1949 
1950 
1951 


1952 


1953 (estimated 


B. Increase in size of loans.—There has been an increase in the average size of 
water facilities loans in recent years with the result that fewer applicants could 
be served with the same amount of funds. The following table shows the trend 
in the size of water facilities loans made to individuals and groups from 1940 
through 1952: 


Individuals | Groups 
Fiscal year a 
Initial Supplemental Initial Supplemental 


1940 LS $493 |_. . ; 

1945 | 586 $516 | 5, 6 $5, 667 
1948 1, 463 905 : 2, 660 
1949 ‘ 1, 617 1, 038 | 15, 936 | 6, 714 
1950 er 1, 934 989 31, 491 12, 673 
1951_... 2, 244 1, 146 32, 710 | 10, 705 
Widen. wait sed detain 3, 053 1, 758 | 35, 815 | 8, 078 


The primary reasons for the increase in average size of loans are: 

(1) The steady rise during recent years in the costs of labor, material, and 
equipment used in the construction or repair of facilities. 

2) An increased proportion of the loans have been made for the installation 
or improvement of irrigation facilities and land leveling where the costs usually 
run higher than for farmstead facilities. 

(3) The enactment of Public Law 99, approved June 10, 1949, increased 
from $50,000 to $100,000 the maximum amount which may be loaned in connec- 
tion with a single project. The approval of a few loans in excess of $50,000 
during 1950, 1951, and 1952 accounts for some of the increase in the size of group 
loans in these years. 

C. Number and amount of loans.—During the fiscal year 1952 approximately 
25 percent of the loan funds were used for group loans and 75 percent for loans 
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o individuals. Cumulatively, loans to groups and individuals have been of 
about the same proportion. However, increased emphasis is being given to 
the making of group loans as a means of serving more farmers with the same 
amount of funds, conserving critical materials and increasing production of 
essential crops. The table below shows the number and amount of loans made 
during the 1952 fiscal year and cumulatively since the inception of the program: 


Number and amount of loans 








1952 fiscal year Cumulative since inception 
Loans 
Amount Amount 
Number obligated Number oblicated 
) individuals . 
Initial 1, 150 $3, 510, 410 13, 041 $16, 294, 441 
Supplemental 133 234, 313 2, 301 1, 447, 815 
l'o groups 

Initial 33 l 885 181 4, 121, 747 
Supplemental 9 51 380, 790 
Total 1, 325 4, 999, 308 15, 574 22, 244, 793 


The above table does not reflect the total number of individuals served under 
this program. As of June 30, 1952, loans have been made to 181 groups serving 
approximately 7,964 users. The 7,964 users of group-loan facilities added to the 
13,041 individuals receiving loans brings the cumulative number served under 
this program to 21,005 

LD. Collections.—Since the inception of the water-facilities program, 7,121 
individual borrowers have paid their accounts in full and 12 group loans have also 
been paid in full. The following statement shows repayment progress cumulative 

ince the inception of the program to June 30, 1952: 


Loan advances and repayments cumulative to June 30, 1952 


Loan advances $21, 612, 453 
Matured principal 8, 993, 528 
Principal repayments : 9, 040, 048 
Interest payments 1, 215, 339 

Total payments : 10, 255, 387 
Percent ratio of principal repayments to matured principal 100. 5 


The total cumulative gross delinquencies on these loans are $221,234 or 2.5 
percent of the total maturities. These loans are amortized over the productive life 
of the security but not to exceed 20 years in the case of individual loans and up to 
40 vears in the case of group loans. 

k. Progress of borrowers.—The production and financial progress made by 
water facilities borrowers is indicated by the following data taken from reports 
of borrowers who repaid their loans in the 1950 and 1951 fiscal years and continued 
farming: 

(1) Borrowers with loans for new irrigation 


Year before 1950 and 1951 Percent 
acceptance fiscal years increase 
a) Crop and livestock production 
Corn bushels per aerc 15.9 45.3 184. 9 
Small grain do 12.8 23.2 81.2 
Legume hay tons per acre 2.1 2.9 38. 1 
Milk pounds per farm 31, 042 37, 978 22.3 
b) Income and net worth per farm: 
Gross farm income $4, 593 $9, 972 117.1 


Net worth 11, 032 25, 560 113.6 
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(2) Borrowers with farmstead loans 


Year before 1950 and 1951 | Percent 





acceptance fiscal years | change 
. é ansite tne cattat cinicirenmcnettiecltine lijelaitit 
| 
a) Tosupply water for livestoc | | 
Percent hauling water from off farm 35.3 | 0.4 | 
Percent with water piped to barn or barnyard 4.9 &9. 1 
Number with equipment for producing grade A milk 7.0 70.0 
Increase in livestock | 
Average number of dairy cows kept 2 5.8 7.3] 25 
A verage number other cattle kept : 11.6 13.9 | 19.8 
Average number of chickens kept 159. 0 197.0 23 
(6) To supply water for garden | 
Percent with water piped to garden . 2.6 90. 6 
Average value of food and fuel for home use $230 $500 | 
Average bushels of fru ind vevetables stored 13.0 15.0 15.4 
lo supply water for house j | 
Percent with water piped to house } 8.4 83.8 | os 
Percent with kitchen sink 17.5 85.2 | 
Percent with shower or bathtub i 6.2 56.1 


(D) FARM TENANT-MORTGAGE INSURANCE FUND, FARMERS’ HOME ADMINISTRATION 


This budget schedule covers an account established pursuant to sections 11 (a) 
and 12 (e) (2) of the Farmers’ Home Administration Act of 1946, approved 
August 14, 1946 (Public Law 731), which authorized the appropriation of not to 
exceed $25 million for the establishment of such fund. The sum of $1 million 
was provided in the Department of Agriculture Appropriation Act, 1948, for the 
establishment of the capital fund. This amount is supplemented by initial and 
annual charges collected from insured mortgagors and by such initial fees for 
inspection, appraisal and other charges as the Secretary of Agriculture finds 
necessary. One-half of the initial and annual charges collected from insured 
mortgages as the premium for insurance and such amounts as are appropriated 
under section 11 (a) are available for payments with respect to insured mortgages 
under sections 12 and 13 of the act. Pursuant to the authority contained in the 
act, moneys not needed for current operations are being invested in direct obliga- 
tions of the United States. The other one-half of the initial and annual charges, 
together with such fees for inspection, appraisal and other charges as the Secre- 
tary may determine are available for administrative expenses in carrying out the 
provisions of the act. It is estimated that receipts derived from these sources 
during the fiscal year 1953 available for administrative expenses in 1954 will 
amount to approximately $285,000. 

It is estimated that assets of the capital fund, including receivables and the 
amount of $1 million originally appropriated, at June 30, 1953, will be approxi- 
mately $2,563,000 

There was a steady increase in the number of farm ownership loans insured 
each year from the beginning of the program in October 1947 through the third 
quarter of the fiscal year 1951. However, the actual number of loans insured in 
1952 and estimated number for 1953 and 1954 reflect the current lack of invest- 
ment capital as illustrated by the following table: 


Fiscal year 1952 Fiscal year 1953 Fiscal year 1954 


Number! Amount | Number | Amount | Number} Amount 





| | 


Initial | 1,131 | $10, 660, 677 1,090 | $10, 900, 000 1, 090 | $10, 900, 000 

Subsequent 38 | 112, 273 32 100, 000 | 32 | 100, 000 
— _ |—— — —e —— — ee = | - 

Ee piiciandl 1,169 | 10,772,950 | 1,122 | 11,000, 000 1, 122 | 11, 000, 000 





(E) DISASTER LOANS, ETC., REVOLVING FUND, DEPARTMENT OF AGRICULTURE 


Public Law 38 (Sist Cong.), approved April 6, 1949, abolished the Regional 
Agricultural Credit Corporation and established a revolving fund of approxi- 
mately $45,000,000 with the Corporation’s assets to be used by the Secretary of 
Agriculture in making and servicing the following types of loans: 

(1) Disaster loans to farmers and stockmen in areas designated by the Secretary 
who have suffered a production disaster as a result of floods, storms, freezes, 
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drought, insect infestation or other similar causes, and who are unable to obtain 
from commercial banks, cooperative lending institutions or other established 
sources the credit needed to replace or repair the property damaged or destroyed 
by the disaster and to continue their farming operations. These loans bear 3 
percent interest. 

2) Fur loans, pursuant to the provisions of title II of Public Law 860 (80th 
Cong.), to bona fide fur farmers actually engaged in breeding or production of 
fur-bearing animals in captivity and who are unable to obtain necessary credit 
from other sources to enable them to continue their fur-farming operations. 
These loans bear 5 percent interest and are scheduled for repayment within a 
maximum period of 5 years. Authority for making fur loans expires June 30, 
1953 and not more than a total of $4,000,000 may be outstanding for all such 
loans made. 

(3) Orchard loans, authorized by Public Law 665 (S8ist Cong.), approved 
August 5, 1950, which amended Public Law 38, to owners or operators of estab- 
lished farms in any area or region where, beginning in 1941, the former Regional 
Agricultural Credit Corporation had made credit available and the Secretary 
finds a continued need for such credit which is not readily available from other 
established local sources. No orchard loan may be made in excess of $10,000 
and the total amount outstanding for all such loans to any borrower may not 
exceed $20,000. These loans bear 5 percent interest and are repayable within a 
period not to exceed 5 years, depending on the purposes for which funds are 
advanced, the useful life of security offered and the individual borrower's repay- 
ment ability. Orchard loans may not be made after August 4, 1953 and the total 
amount outstanding at any one time for all such loans may not exceed $2,000,000. 
Loans are being made under this authority in the Wenatchee-Okanogan area of the 
State of Washington. 

Obligations by activities for the fiscal year 1952 and estimates for 1953 and 
1954 are as follows: 


jon mate Estimate, 
Actual, 1952 1953 ° 1954 


1. Disaster loans ¢ $31, 675, 160 $49, 250, 000 $35, 000, 000 

2. Loans to fur farmers 948, O81 750, 000 
Salaries and expenses 1, 358, 880 2, 516, 300 2, 316, 300 

4. Other 59, 319 50, 000 50, 000 


Total accrued expenditures 34, 041, 440 52, 566, 300 $7, 366, 300 


¢ Includes orchard loans. 


The number and amount of disaster, fur and orchard loans made from April 6, 
1949,° the beginning of the program, to June 30, 1952, are as follows: 


| Obligations April 6, 1949 
to June 30, 1952 

Type of loan -—— ——————- 
| Number of | Amount of 


borrowers loans 


Disaster loans. - eA on " 2, : $81. 441, 339 
Fur loans... . jediuieas nti ‘bead Simiitebcd 3, 980, 499 
Orchard loans. . .- ‘ a . 2 » 167, 305 


* Orchard loans were not authorized until August 5, 1950. 


Loan status: The status of these loans as of June 30, 1952, is as follows: 


Loan ad- Principal Principal Interest col- 
vances maturities collections lections 





Disaster loans-_. ake $81, 149, 723 7, 071, 050 $42, 221, 628 $1, 229, 622 
Pas i oS diinbldee oie peeei rt 4, 010, 329 2, 934, 856 2, 560, 978 | 120, 378 
Orchard loans........... . a 138, 470 97, 465 97, 665 1, 955 


, 522 50, 103, 371 44, 880, 271 1, 351, 955 


30505—53—pt. 3——16 
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1952 program 


Adverse weather conditions, particularly in Texas, Oklahoma, Arkansas, por 
tions of Mississippi, Tennessee, and Georgia, the unprecedented heavy flood 
damage along the Mississippi, Missouri, and Kansas Rivers and their tributaries, 
and similar disasters in other scattered areas of the Nation during the calendar 
year 1951 resulted in serious damage to crops and farm property. As a result of 
these losses there was widespread need among farmers and stockmen in thes« 
areas for credit not available through established sources to enable them to con- 
tinue their operations. Some of the areas affected by these disasters in 1951 had 
experienced serious production losses as a result of excessive rainfall, floods, heavy 
insect infestations, or other similar catastrophes during one or more preceding 
vears, thus aggravating the plight of farmers and stockmen in these areas. In 
recognition of the widespread damage caused by midwest floods during 1951, the 
revolving fund, established pursuant to Public Law 38, was increased by 
$30 million, through the enactment of Public Law 202 (82d Cong.) 

The damage caused by production disasters in large areas of the Nation resulted 
in a heavy demand for disaster loan assistance during the fiscal year 1952. <A 
total of 17,610 initial and 3,541 subsequent disaster loans were made during the 
vear in the aggregate amount of $31,433,631 under the provisions of Public Law 38. 


Outlook for 1953 and 1954 


Serious drought conditions during the summer and fall of 1952 caused heayy 
production losses throughout most of the Southern States and in areas of the 
Midwest and New England \ large number of farmers and stockmen through- 
out the affected areas already have been assisted through disaster loans in planting 
temporary fall and winter grazing crops and in purchasing feed to carry their 
present livestock herds, and it is apparent that many others will require credit 
assistance not available through established sources for the cost of reseeding 
permanent pastures damaged by the drought and to meet 1953 farm operating 
expenses. As of January 1, 1953, the following areas have been authorized as 
eligible for assistance under the provisions of Public Law 38 because of the serious 
drought conditions: Arkansas, Mississippi, Alabama, Georgia, South Carolina, 
North Carolina, Tennessee, Kentucky, Massachusetts, New Hampshire, Maine, 
Rhode Island, Oklahoma, Texas, New Mexico, North Dakota, 50 counties in 
southern Missouri, 7 counties in southern Illinois, 22 counties in northwest 
Florida, 21 counties in southern Indiana, 32 parishes in Louisiana, 73 counties in 
Kansas, 3 counties in Virginia, and 1 county in Pennsylvania. Serious drought 
damage also has occurred throughout South Dakota and it is anticipated that a 
large portion of that State will be designated as a disaster area. Other agricul- 
tural areas of the country, have experienced destructive rains and floods, and 
assistance through disaster loans has been made available in these localities. 

With such widespread damage to crops during the 1952 calendar year, it is 
probable that the demand for disaster loan assistance during the 1953 fiscal year 
will exceed the demand for any previous year since the inception of this program. 
On the basis of present information, it appears that as much as $50 million may 
be required to meet the needs of eligible farmers and stockmen in the designated 
areas for disaster loans during the 1953 fiscal year. 

While estimates are included for 1954 activity, they are based generally on 
past performance and without any knowledge of what production disasters might 
develop which would require new loans during this period. 


Salaries and expenses 


Since April 1949 the Farmers’ Home Administration has been administering 
the production disaster and fur loan programs authorized by Public Law 38, 
approved April 6, 1949. These emergency programs are operated through 
existing offices of the Administration, with regularly employed personnel ad- 
ministering the programs with their other activities unless the additional workload 
becomes great enough to be detrimental to their regularly assigned responsi- 
bilities. In many instances, the designation of a disaster area results in rela- 
tively few loans and the added workload created by such loans can be absorbed 
without difficulty. In this manner the services of regularly employed personnel 
are utilized to the fullest possible extent and payments for personal services 
from the Disaster Loan Revolving Fund are held to a minimum. In sueh in- 
stances, however, the absence of disaster activity would not permit a reduction 
of personnel paid from the regular ‘‘Salaries and expenses’’ appropriation without 
reducing the performance on other statutory functions assigned to this Adminis- 
tration. Ina other instances, a substantial additional workload is created and then 
additional personnel are employed, generally on a temporary basis, and paid 
from the Disaster Loan Revolving Fund. 
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Statement of obligations under allotments and other funds 


Includes only those amounts which, by Nov. 30, 1952, were actually received or 
programed for 1953 or 1954. Since work for other agencies is performed on a 
service basis, at the request of those agencies and for their benefit, it is not 
practicable to estimate in advance the amounts to be received in most cases 


Estimated Estimated 
obligations, obligations, 
1953 1954 


Obligations, 


1952 


n tenant-mortgage insurance fund Revolving fund for 
payments with respect to insured mortgages under sections 
12 and 13 of the Farmers’ Home Administration Act of 1946 7 $411, 500 $493, 000 


visaster loans, ete., revolving fund, Department of Agricul 

ture (allotment to Farmers’ Home Administration For 
iking emergency loans to farmers and stockmen suffering 
oduction disasters and for other purposes in accordance 
vith provisions of Public Law 38, 8lst Cong 2, 550, 000 

rural rehabilitation corporation funds and State rural 

ehabilitation funds, new agreements (trust account 

Funds of State rural rehabilitation Corporations made avail- 

ble to the Department for rural rehabilitation purposes 

inder trust or other agreements between the Secretary and 

individual States as follows 
Salaries and expense 1, 348, 507 1, 100, 000 900, 000 
Undistributed charges 2, 426, 103 1, 488, 000 88, 000 
Loans 15, 799, 395 10, 000, 000 000, 000 


lotal, State rural rehabilitation corporation funds 19, 574, 005 12. 588. 000 11, 288. 000 


| i prevention, Agriculture (Farmers’ Home Administra 
tion For general basin investigations ; 12. 000 


Working funds, Agriculture, general (Farmers’ Home Admin- 
istration), advanced from Atomic Energy Commission: For 
wtivities in connection with relocation of farmers in the 
Savannah River area al 


Mutual Security (allocation to Agriculture) (Farmers’ Home | 
Administration): For expenses incident to foreign-trainee 
program 1, 855 
Obligations under reimbursements from governmental and 
other sources: Salaries and expenses | 79, 641 
Total, obligations or accrued expenditures under revoly- 
ing funds, allotments, and other funds. - 54, 056, 664 65, 757, 140 49, 311, 000 


These items are on the basis of accrued expenditures. 


Mr. ANpeERSEN. Mr. Lasseter, we are pleased to have you and 
your group before us this morning. We will be glad to have any 
statement which you might care to make to the committee at this time. 

Mr. Lasseter. Thank you, Mr. Chairman. I am very glad to be 
here with you again. I see Mr. Farrington who is the group director 
of the Agricultural Credit Services here. I just wonder whether he 
wants to make any statement before I go ahead. 

Mr. ANDERSEN. Do you care to make a statement, Mr. Farrington? 

Mr. Farrineton. I believe not, Mr. Chairman, except to say that 
[ am Acting Director of Agricultural Credit Services in the Office of 
the Secretary of the Department of Agriculture. 

Mr. AnpreRSEN. And Farmers’ Home Administration comes under 
your purview. 

Mr. Farrineton. It is 1 of the 3 credit agencies that come under 
my purview; ves, sir. 

It is intended that the principal testimony will be given by Mr. 
Lasseter and I will be available for any questions you gentlemen 
may wish to ask. 
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Mr. Lasserer. I want to say this, Mr. Chairman, with respect to 
Mr. Farrington and his position, that I certainly do personally 
welcome this new organizational setup. I think it a very good one 
and that it should certainly hasten the flow of business, and I want 
to give my personal commendation to those who have made this 
change. It will certainly help me personally in doing my work to 
have the group head through whom to clear. 


GENERAL STATEMENT 


| appreciate, Mr. Chairman and gentlemen of the committee, this 
opportunity to report to you on the activities of the Farmers’ Home 
Administration and to obtain your suggestions for making our services 
to farmers increasingly effective. 

I am entirely in sympathy with the objective of making every 
possible reduction in Federal expenditures and fully agree that neces- 
sary activities must be carried out with increased efficiency and 
effectiveness and with a minimum of cost. In this connection, it is 
important to recognize that 85 percent of the 1954 budget for the 
Farmers’ Home Administration represents a borrowing authorization 
from the Treasury which will be repaid with interest. 


BASIC POLICIES 


Before discussing the different types of loans made by this organi- 
zation, I would like to say a few words about the overall policies we 
are stressing and the relationship of current economic conditions to 


our overall-program activity. 

There are three points in present policies which I feel are particu- 
larly important, all of which are based on the premise that well- 
managed and efficiently operated farms aid in conserving the Nation’s 
soil resources and in stabilizing our agricultural economy. 


LOANS MADE TO FARMERS WITH ADEQUATE LAND RESOURCES 


The first is our stress on the availability of adequate land resources 
before loans will be made. In keeping with the mandate of Congress, 
I feel that we would be remiss in our obligations to farm families and 
to the entire economy if these credit resources were used to maintain 
families on submarginal farms. We are insisting that field employees 
make sure that each borrower own or have under lease a farm that 
has at least the potential capacity for production necessary for an 
efficient operation. If farm enlargement or land development is 
necessary before these requirements can be met, we insist that the 
resources and plans for such enlargement and development be present 
before the loan is approved. 

May I say here, Mr. Chairman, that complaints have reached my 
desk about people in the field turning down loans. I should say that 
the great majority of them are based upon this paragraph right here, 
that our county committees do not think that the land or the farm 
for which they want the loan can give them a chance to pay out. 

Mr. Horan. The feasibility principle should be adhered to. 
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ADEQUATE VOLUME EMPHASIS 


Mr. Lasseter. Secondly, we are stressing the making of operating 
and farm development loans which will assure an adequate volume 
of business and an efficiency of production comparable with other 
successful family-type farms in the community. This emphasis on 
adequate volume of farm business and efficient farm organization, 
implemented by passage of Public Law 123, 82d Congress, has resulted 
in sizable increases in the amount loaned each borrower. That, as 
you recall, was a direct result of our visit at that time. Consequently 
we are not able to assist as large a proportion of applicants with the 
same amount of funds as heretofore. However, the highly satis- 
factory results that are being obtained by borrowers who receive 
loans for enough capital to make efficient use of their available land 
and labor resources leads us to believe that this policy is correct. 


MANAGEMENT AND TECHNICAL ASSISTANCE 


The third point is the emphasis being given to farm and home 
planning and management with farm ownership and production and 
subsistence loan borrowers. One of the unique features of the Farm- 
ers’ Home Administration program is the combination of credit and 
technical assistance in the better management of individual farms. 
Such technical guidance is aimed specifically at assisting individual 
families to reorganize or adjust their systems of farming, adopt im- 
proved farm practices, and to make other adjustments and improve- 
ments that are essential to the efficient operation and management of 
their farms. The technical guidance extended individual families is 


based on information developed by agencies of the Department of 
Agriculture, colleges of agriculture, the Agricultural Extension Serv- 
ice, and experiment stations. We are endeavoring to strengthen the 
effectiveness of this type of work. 

| might add here that without the wholehearted cooperation of 
these agencies I have just mentioned, | do not think we could possibly 
do the job we are doing. 


VARIETIES OF LOANS 


There has continued to be a heavy flow of applications for all types 
of loans. Farm operators, particularly veterans and young farmers, 
are seeking credit both for this year’s operations and for making 
adjustments in their farm business that will result in more efficient 
operations. A large number of young farm families are seeking 
credit to start farming. 


INSURED MORTGAGE LOANS 


May I say something here about the insured mortgage loan program. 
I know that one bill has been introduced by Senator Young in the 
Senate that would permit the rate of interest to rise from 3 to 4 
percent to the lender. That might help that program if enacted. 

Mr. Horan. Would you mind enlarging on the fact that in 1953 
only 2,400 of 46,000 applicants had been assisted? Was that based 
upon feasibility and economic conditions? 
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Mr. Lasserer. The chief deterrent has been a lack of funds. The 
insured mortgage funds have almost disappeared, Mr. Horan. They 
are spotty. In some States the banks will lend money even at this 
present yield of 3 percent. They must keep the paper 5 years and 
that is not as attractive even as Government bonds which yield a 
much lower interest. They can divest themselves of bonds quickly if 
they have to do it. 

Of course, there is a little more bookkeeping for the lender connected 
with insured loans. Frankly, the support we are getting on that pro- 
gram now is based largely upon their desire to perform a community 
service by helping this man own his farm and develop the community 
and future business for themselves. 

Mr. MarsHauu. Mr. Lasseter, your figure shows that you have 
46,000 who have applied for loans. In addition to that, your funds 
were such that applicants were unable to get loans. This is not a true 
figure as to the need because your applic ations would be much more 
if you were supplied with adequate loan funds throughout the year. 

Mr. Lasserer. Of course the information gets around that there 
is no money and that deters farmers from applying. I want to say 
this about farm-ownership loans. I, of course, appreciate the work 
that is being done through production loans, but unless a borrower 
becomes a farm owner sooner or later, I feel discouraged. 

As you know, the objective of the sponsors of the insured program 
was to make that program a substitute for the direct farm-ownership 
loan program. 

Mr. Horan. Are you personally disturbed about this condition? 

Mr. Lasserer. Yes, sir. 

Mr. Horan. Do you think it indicates the need for more loan 
authorization? 

Mr. Lassnrer. | think this. I am trying to be just as forthright 
as possible and while | know we could use more loan money advan- 
tageously, I do not want to be in the position of exceeding the admin- 
istration estimate. I am going to stand by it. But if the money 
market changes, the insured program could absorb a lot of the farm 
ownership need and demand, It never would, of course, absorb all 
of it. But to answer your question, I am disturbed about it and it 
is going to be hard sledding to hold the line with the funds available. 
That is my honest answer to your question. 

Mr. Horan. I wish you would be frank with this subcommittee, 
Mr. Lasseter, and if at any time anything is indicated that really 
disturbs you——— 

Mr. Lasseter. I try to be, Mr. Horan. I think you will agree to 
that. 

Mr. Horan. If there is anything that we can do in the nature of 
correcting a situation, as long as the Congress is in session, it is our 
responsibility to do so. 

Mr. Lasseter. I appreciate that. That program has been a very 
tight one. The money does not go very far. 


FARM OWNERSHIP LOANS 


In the farm ownership program we are continuing to emphasize 
loans to the owners of inadequate farms for enlargement and develop- 
ment. With the resources available in 1952 we were able to make 
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2,681 initial loans as compared to 4,178 loans in 1951. This reduction 
in the number of loans was due to the fact that most investors, who 
might normally make insured mortgage loans, have found more 
desirable investment opportunities. The number of initial loans will 
be further reduced in 1953 and it is estimated that only about 2,400 
of the 46,000 families who. have applied for loans can be assisted. 

Direct loan funds for the present fiscal year were essentially ex- 
hausted by October 1952. Reports from our field offices indicate that 
direct loans which would otherwise be processed before June 30. 
1953, for 2,764 farm families and totaling $30 million were being de- 
ferred because funds were exhausted. This means that the $19 
million proposed for 1954 will be inadequate even to meet this accumu- 
lation of loans in process without meeting any of the need represented 
by loan requests received during the balance of this year and during 
1954. 

Veterans receive preference for farm ownership loans and for several 
years about 95 percent of the initial loans made from direct loan funds 
have been made to veterans. 

As you will recall, several years ago a certain amount of money 
was set aside for reclamation project applicants to enable the people 
in reclamation areas to get started. 

Since applicants must be unable to secure credit from any other 
source before they can qualify for these loans, essentially all non- 
veteran applicants, as well as the many veteran applicants whose 
needs cannot be served by the Farmers’ Home Administration be- 
cause of limited funds, must continue to operate inefficiently with 
their present inadequate land resources. 

Farm ownership borrowers continue to make remarkable progress 
in retiring their loans and in strengthening their economic position. 
Although the first of these loans were made less than 15 years ago 
and were amortized for a period of 40 years, over 40 percent of them 
have already been paid in full many years before maturity. Con- 
sistent with the intent of the program, farm families who secure these 
loans are successfully being graduated to conventional credit sources. 
For the year ending March 31, 1952, 22 percent of the borrowers 
who paid their loans in full had improved their operations and their 
financial condition to the extent that conventional credit sources 
advanced funds to refinance their loans. During the same period, 
those borrowers with unpaid balances paid 129 percent of the amount 
due. It should be emphasized that their cumulative records show 
repayment of 122 percent of the amount due. 

An analysis of the 1951 operations of those borrowers who had 
received their loans in 1941 and whose accounts were still active shows 
that in this 10-year period they had increased their gross farm income 
after adjustment for price changes from $2,802 to $5,179 and their 
net worth from $1,386 to $9,517. Production per acre, after adjust- 
ment for price change, was increased from $23.96 to $38.94 which, as 
I understand, is well above the average for all farms. 


FARM HOUSING LOANS 


Farm housing loan funds were used more rapidly during the 1953 
fiscal year than in any previous year. On January 30, 1953, 91 per- 
cent of the funds available for the 1953 fiscal year had been obligated. 
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The comparable ficure was 67 percent for 1952. 
1952. 


On December 29. 

we were advised by our field offices that loans which would 
otherwise be processed before June 30, 1953, for 4,300 farm owners and 
totaling $27 million were being deferred because funds were not avail- 
able. The $16,500,000 authorization for 1954 is $2,500,000 less than 
the $19 million available for 1953 and will result in about 420 less 
loans in 1954. ‘Title V of the Housing Act of 1949 authorized loans 
totaling $275 million during the first 4 years. Borrowing authoriza- 
tions have been limited so that only $83 million has been made avail- 
able to farmers during that period. 

About three-fourths of the farm housing funds have been used to 
build, repair, or modernize farm homes. New homes have been 
built at an average cash cost of $6,377. This low cash cost is largely 
a result of borrowers making extensive use of salvage and locally 
produced materials and utilizing substantial amounts of farm labor to 
do the construction work. These homes are modest in design but 
adequate to meet the requirements of decent living. Almost all of 
them included such conveniences as electvicity, running hot and cold 
water, and baths. 

In addition to enabling farm families to obtain better homes, farm 
housing loans are being used to construct or alter farm service build- 
ings in order to adapt building facilities to the changing requirements 
of modern agriculture and to utilize more efficiently and productively 
the family labor and land resources. During the past fiscal year, farm 
housing loans have been made to construct 2,094 new farm service 
buildings and to repair, enlarge, or alter 894 additional buildings. 

Preference in the use of farm housing funds is given to veterans. 
During the 1952 fiscal vear 1,764, or 41 percent, of the recipients of 
farm housing assistance were veterans. For the first half of the 
current vear, 44 percent of the families had veterans’ preference. 

An extensive need exists for better housing on farms. The 1950 
census of housing shows that almost 21 percent of the farm homes are 
in such dilapidated condition that they need major repairs or else 
need to be replaced. In contrast, less than 6 percent of the urban 
homes were classified‘as dilapidated. Although some improvements 
have occurred in rural housing during recent years, it is still generally 
below urban areas im value, convenience, comfort, and adequacy. 

Farm housing borrowers have demonstrated that they are able to 
pay for the better homes and farm buildings acquired through the 
farm housing program. Of the 14,548 borrowers who had payments 
due on December 31, 1952, 95 percent had paid the amounts that had 
matured on their loans and 28 percent had paid an average of $215 
more than had matured on their loans. We consider this a noteworthy 
repayment record, particularly in view of the fact that these families 
were unable to obtain the credit they needed for their buildings from 
other sources on reasonable terms. 

Mr. Horan. I think we ought to understand that in the capital 
structure of a beginning farmer, he can overload himself with non- 
producing investments. That is one of the problems that is involved 
here. I think it is a credit to the record here that this‘repayment pic- 
ture is as good as it is. 

Mr. Lasseter. We have that particularly out in the Columbia 
Basin now. 

Mr. Horan. It is one of our problems. 
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PRODUCTION AND SUBSISTENCE LOANS 


Mr. Lasserer. Production and subsistence loan authorities are 
being used to implement program policies by providing operating 
credit and technical guidance to eligible operators of family-type 
farms. Such loans are extended to farm families for the purchase of 
livestock and machinery and for meeting other operating costs essen- 
tial for making adjustments and improvements in their farming opera- 
tions which will result in the most efficient use of the land and labor 
resources available to them. 

The policy of adequately financing borrowers has resulted in mak- 
ing larger and fewer loans out of funds available for this purpose. 
Within the $110 million authorization for production and subsistence, 
loans available during the fiscal year 1952, the Farmers’ Home Admin- 
istration was able to make 24,514 new loans. This number repre 
sented only 34.5 percent of the applicants for such loans. It is esti- 
mated that about the same number of new loans will be made during 
the 1953 fiscal year from the $120 million available. The initial pro 
duction and subsistence loans being made in the fiscal year 1953 are 
expected to average approximately $3,050 as compared to $2,680 in 
the fiscal year 1952. This increase in the average size of loans is not 
the result of a change in the type of applicants being assisted, but, on 
the other hand, is due to emphasis on assisting borrowers to acquire 
larger resources currently necessary for successful farming. 

The demand for produc tion and subsistence loans continues strong 
This fiscal year, it is expected that not more than 35 percent of the 
applicants can be assisted with the loan authorizations aneiiabie. 
Funds for new loans were exhausted in most States by the latter part 
of February, even though the normal peak lending season is not reached 
in many areas until March. 

The estimate of $117,500,000 for production and subsistence loans 
for 1954 is $2,500,000 less than the amount available this year. While 
this amount will permit meeting only a small portion of the total de- 
mand for such loans, it is expected that approximately the same 
amount of funds for new loans will be available as in 1953. 

This probably can be accomplished through (1) the increased em- 
phasis be given to requiring borrowers who are making satisfactory 
progress to obtain credit for their annual operating needs from private 
and cooperative sources whenever possible, and (2) the emphasis 
given to the requirement that borrowers refinance their total produc- 
tion and subsistence loan indebtedness when they have progressed 
to the point that they canobtain satisfactory credit from other sources. 
It is also contemplated that the need for supplemental advances will 
be reduced somewhat in 1954 because it has been possible under recent 
legislative changes to more adequately finance new borrowers when the 
first advances are made. 

Mr. Wuirren. Regarding your statement as to what you hope you . 
can do, is that not more wishful thinking than firm belief, Mr. Lasseter, 
in view of the report made to us by the Farm Credit Admmistration 
as to the increased short-term and long-term farm indebtedness 
throughout the country? Under present conditions, with farm 
prices having declined for some time now, 1s there not some question 
as to whether borrowers can get by with less money and whether 
they can get their funds from other sources? Because of the general 
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situation the demand on lending activities for loans of all kinds has 
increased. Are you not a little optimistic in your statement? Ar 
vou perhaps expressing a hope rather than a firm belief? 

Mr. Lasseter. Well, Mr. Whitten, in my job you have to bi 
optimistic. We are expressing a firm hope and we certainly are going 
to try to do it. Now, what the financial credit situation will be, of 
course | cannot predict that. I recognize those factors. 

Mr. Wurrren. If it is in the direction you indicate, we commend 
vou in those efforts. I do not know of any man in Government who 
has enjoyed the confidence of this committee ana the Congress as 
completely as you. I know of no one who questions your efforts in 
that regard. I can recognize what the situation is, however. | 
recall last year that my colleagues on this committee increased the 
loan authority on the floor, and I thought rather properly so. We 
are very proud of the Farmers’ Home Administration. 

Mr. Horan. The difficulty we have with the borrowers from 
Farmers’ Home Administration funds, as I think Mr. Lasseter realizes 
and has pointed out, is that it represents a rather comfortable loan; 
the interest rate is favorable and there are certain advantages to 
borrowers in staying under the canopy of the Farmers’ Home Admin- 
istration, if they can. I know it is a problem and one on which you 
indicate that you are putting increased stress. I trust, with the 
cooperation of Mr. Farrington, you will be able to make them grad- 
uate into another loaning field when they can. It is up to the Admin- 
istrator to initiate such action. 

Mr. Wurrren. I am in thorough accord with Mr. Horan’s state- 
ment on this factor which I think should not be overlooked. In the 
first instance, these folks must show that they cannot get credit else- 
where. This is in the nature of rehabilitating, making home owners 
and farm owners resort to other lending facilities who for various 
reasons have not as yet been albe to reach that position. A principal 
reason borrowers have been reluctant to borrow outside the FHA is 
because of the supervision and the careful help this agency has 
extended, and thus_it is not entirely a dollars and cents proposition. 
However, I agree we should encourage them to borrow money else- 
where where they can stand it. But one of the factors is not just the 
balance sheet or whether a person is going to lose his business. When 
you have a man learning budgeting, you can lose what you have put 
in him if you push him out too quickly. The whole thing has to have 
some balance, both as to ability to run the business and what it can 
stand from the cost standpoint. At the appropriate time, certainly, 
efforts must be made to get them to do business elsewhere. 

Mr. Lasserer. I think the best comment on that, Mr. Horan, is 
that the average borrower on that program is indebted 3% years 
while under the law they could stay 7 years. I think that is the best 
answer to what we are doing on that program. 

Later, we have some figures of those who have been graduated into 
private credit. I think we can put those in the record later if they 
are not given here. 

Mr. Horan. We would be glad to have them because we want every- 
one who is given the privilege of Farmers’ Honie Administration funds 
to know that it is a temporary matter and if he is a success, he will 
have to soonor or later get credit elsewhere. 
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RELATIONSHIP OF APPLICATIONS TO NEED 


Mr. MarsHauu. Mr. Lasseter is known for his integrity in coming 
before subcommittees and also among people who work with him. 
That is unquestioned. However, I think it would be remiss on my 
part if I did not call the attention of the committee to the fact that 
the applications are not a true picture of the need that exists 
because 

Mr. Horan. That troubles me, too. 

Mr. Marsuwa.u. It is even more true as far as applications for pro- 
duction and subsistence loans are concerned than it is for real estate 
loans. When the word gets around that the organization does not 
have money to make loans, it cuts down on the number of applications 
and unfortunately, the situation that those families encounter is not 
solved. The problem still exists as far as they are concerned. Often- 
times, families are being raised under conditions that are pathetic and 
not consistent with the American way of life simply because they do 
not have the assets to work with. 

No place in the credit field do I know of an instance where bor- 
rowers are graduated to a commercial type of institution where in so 
doing the borrower must make a financial sacrifice. The borrower in 
all of these instances must pay the additional charges that result in 
refiling his mortgages. I think that is something that is often over- 
looked when we see that here are borrowers who are eligible for com- 
mercial credit. We fail to realize that such a shift results in an 
out-of-pocket cost to the borrower himself. 

Mr. Horan. What percent of vour borrowers are veterans? 

Mr. Lasserer. As of December 31, 1952, approximately 50 per- 
cent of the total funds available for production and subsistence loans 
this vear had been advanced to veterans. It is the continuing policy 
of the Farmers’ Home Administration to give preference to veterans 
in processing applications. 

Constant attention is being given to servicing and collecting out- 
standing loans, and I am glad to report that borrowers who have 
obtained operating loans continue to make a good record in the 
repayment of their loans. 

Collections on production and subsistence loans equaled 92.5 per- 
cent of the amount matured on such loans as of December 31, 1952. 
The extended drought throughout much of the country during 1952, 
together with the price-cost squeeze with which farmers are faced, 
will probably result in somewhat reduced collections this fiscal vear. 

These loans have proved to be a practical and effective approach to 
some of the basic and difficult problems that exist in strengthening 
family-type farms and in adjusting farm units to changing economic 
conditions. Evidence of the influence of production and subsistence 
loans is the progress of 25,460 families who paid their loans in full 
during 1952. After adjustment for price changes gross farm income 
of these borrowers increased from $2,536 for the year before they 
received their loans to $3,986 in the year when the loans were paid. 
The average net worth increased from $3,560 to $6,655. This progress 
was made over an average period of 3.6 years, during which borrowers 
were indebted for such loans. 
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WATER-FACILITIES LOANS 


The only increase being requested in loan authorizations for 1954 
is an additional $1 million for water-facilities loans. The demand fo: 
these loans has nae unusually strong. The number of applications 
received ee January 31 was up 38 percent over the same period 
in fiscal year 1952. In addition, there was a carry-over of 976 — a- 
tions from individus ils and 93 applications from groups from last yes 
It is expected that not more than 25 percent of the ante applic ints 
will be served from the funds available this fiscal year. Some of the 
factors contributing to the strong demand are: 

1. Inability of applicants to obtain loans from commercial banks 
and cooperative lenders for irrigation purposes. Equities in real 
estate appraised on an undeveloped basis, in most instances, are not 
large enough to enable applicants to qualify for loans. Private 
sources of credit ordinarily do not offer satisfactory repayment terms 
for such loans. 

2. The need for installing, repairing, or expanding community wate 
systems. There is a rapid trend toward providing household and 
livestock water in farm areas through the installation of community 
wate rsystems. 

The settlement of new reclamation projects. The need for addi- 
saan credit facilities in these areas is particularly acute. Young 
veteran families settling on new reclamation projects do not have the 
security required to obtain from normal sources the credit they need 
to make large investments in domestic water wells, secondary farm 
ditches, pipelines, sprinkler systems, and to do land development. 
Facilities of this type are essential in order to get these farms into full 
production. 

4. Adverse weather conditions in some States. The severe drought 
conditions for the past 2 crop years in the Southwestern States and 
in the Plains States have increased greatly the demand for loans to 
develop and improve facilities for both domestic and _ irrigation 
purposes. 

Mr. Wurrren. I do not differ with a thing that has been said on 
that point, but we frequently overlook other areas where a different 
type of loan is needed. You say that the situation in the South- 
western and Plains States is more acute. I am sure that is probably 
true, taking the area as a whole. But it is no more acute for the 
individual, as compared with the individual in another area who 
cannot meet his needs. 

In other words, if the need for your type of operations is not so 
great judged by a county or a community, it might be just as acute 
for that individual who meets all of these requirements. In saying 
this, I do not mean to differ with you in your description of need for 
water facilities loans. 

Mr. Lassersr. I can’t differ too much with that statement except 
that the pressure is greater. I will say this about the water facilities. 
I am going to be very frank about it. It is a little more dramatic 
than some of the loans down in your State and my State where the 
little fellow out there, a tenent or sharecropper, wants to get started. 
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VETERANS’ PREFERENCE 


Mr. Wuirtsen. My office has continued to receive pitiful letters 
from people relative to the Veterans’ preference provisions in the 
Farm Home Loan program. None of us can complain that veterans’ 
preference should not be, but some of the letters received from non- 
veterans disclose a regrettable situation wherein the money is ex- 
hausted by the veterans before it reaches them. 

Mr. Lasserer. I am glad I am not down there on the county level 
where those people are turned down because it is heartbreaking. 
You know what it is, Mr. Marshal]. You were right up against it. 

I am not that close to the human element there and I am glad I am 
not. 

Mr. MarsnHaxu. Mr. Lasseter, there is one point that is not gen- 
erally recognized ; that it takes as much, if not more, of a county 
supervisor’s time ‘to reject a loan as it does to make it. So, from an 
administrative cost standpoint that time and effort that administrator 
has to spend on a loan which is not made is not always taken into 
account, 

Mr. Lasserer It takes up more of my time, too. 

Some of the boys who go out into your area, Mr. Horan, as I pointed 
out before, go out there with inadequate resources and if they do not 
get water, they are stranded, sometimes 3,000 miles from home. I am 
not blaming anyone for that. But we face a condition out there, not a 
theory. They are all human beings; they are youngsters with families 
and unless we can get water to them, they are in just about as bad a 
fix as any farmer could be. Three or ‘four years ago down in the Rosa 
project we found just that situation. It is not in your district, but 
right below you there. If we had not taken money earmarked for 
other places and reallocated it there, that would Rave been tragic. 
That is what I refer to, Mr. Whitten, and we do get some dramatic 
cases like that. 

Returning to my general statement. Water facilities borrowers 
continue to make an excellent record in the repayment of their loans. 
Principal repayments on water facilities loans equaled 99.5 percent 
of the amount matured as of December 31, 1952. The installation of 
water facilities through these loans is making a significant contribu- 
tion in the fuller use of farm resources. This is evidenced by the 
progress of borrowers who paid their loans in full during the years 
1950, 1951, and 1952. Those borrowers who invested an average of 
$3,163 in irrigation facilities increased their gross farm income, after 
adjustment for price changes, from $5,968 to $11,717; their net ‘worth 
from $10,646 to $26,600; milk production 26 percent; and the yield of 
small grain 67 percent per acre. This progress was made in an aver- 
age period of 4.5 years while these borrowers were indebted for water 
facilities loans. 

There are a good many bills which have been offered in both the 
House and in the Senate to raise our group loan ceiling to $250,000. 
Of course, I should point out that such action would have a decided 
effect on our program. 


DISASTER LOANS 


During the 1952 fiscal year, disaster loans in the amount of 
$31,433,000 were made to farmers who needed eme rgency assistance 





1106 


in order to continue with their normal farming operations. They 
were made to farmers who suffered losses through floods, droughts, 
or some other such catastrophe. These loans are made onlv in areas 
designated by the Secretary and are restricted to those farmers who 
have suffered substantial losses through the disaster and cannot obtain 
much-needed credit from any other established source in the area. 
The principal activity under this program during the 1953 fiseal year 
has been in 25 States in which farmers suffered losses because of 
extensive drought. It is expected that the demand for these loans 
during the remainder of this fiscal vear will be heavy. Experience in 
administering this program in widely scattered areas during the past 
4 vears indicates that most borrowers have been able to recover their 
losses sufficiently within a vear or two so that they can return to their 
normal sources of credit. As of December 31, 1952, the repayments 
on disaster loans represented 87.8 percent of the principal maturities. 

Mr. ANDERSEN. At that point, what is the current balance of the 
disaster-loan fund? 

Mr. Lasserer. It changes from day to day. 

Mr. Barnarp. We expect to have at the end of the year about $12 
to $14 million. Right now it is about $24 million. 

Mr. Anpersen. What use did you make of the disaster funds in 
connection wilh the Missouri and Kansas funds of 1952? 

Mr. Lasserer. We loaned between $8 and $9 million. 

Mr. ANpERSEN. What was the repayment record there? 

Mr. Lasserer. It has been relatively good. 

Mr. AnpERSEN. Will you insert a detailed statement on this in the 
record at this point? 

(The repayment record requested follows:) 


The following table lists the States which were most seriously affected by the 
Midwest floods during the early summer of 1951 and the spring of 1952, and 
shows, by States, the cumulative advances through disaster loans from the incep- 
tion of the program in 1949 through December 31, 1952, along with the amount 
of maturities and collections on these loans. Reports are not prepared to show 
the number or the amount of loans by types of disaster. However, except with 
respect to Oklahoma, most of the disaster loans included in the table below were 
made as a result of the-1951 and 1952 floods. In Oklahoma, only 10 counties 
were designated as disaster areas because of these floods, whereas 63 counties in 
that State were designated as disaster areas in 1950 because of adverse weather 
conditions and heavy insect infestation, and the entire State was again designated 
during August of 1952 because of severe drought damage. The heaviest volume 
of lending in Oklahoma, therefore, relates to other disasters than the 1951 and 
1952 floods. A number of counties in Missouri, Kansas, and Nebraska, and a 
few counties in Illinois also were designated for disaster loans due to adverse 
weather conditions, some before and some following the 1951 and 1952 floods. 
However, the volume of loans for these disasters has been relatively small in each 
of those States. 


Collections Percent 
Principal principal 
outstand- | collections 


Principal Principal ' “ | 
Nate | ing to ma- 
Total | 

| 


advances | maturities 
> ing itere tat 
Principal Interest turities 


rs — 


THlinois aim $85, 425 $46, 220 $34, 55 $1, 233 $35, $50, 869 | 74 
Iowa 229, 335 , 421 33, 345 5, 915 169,257 |, 65, 993 | 92. 
Kansas Bed | i , 386 , 085, 0: 1, 065, 57! 437, 326 92 
Missouri 10, 100, 867 | 6,350,622 | , 066, 565 139, 924 6, 206, 48% 4, 034, 302 | 95, £ 
Nebraska. __- 108, 485 | 56, 003 | 56, 66 1, 393 58, 0! 51, 824 | 101. : 
Oklahoma...... 2, 681, 315 1, 207, 486 | 999, ¢ 20, 535 1, 019, 846 1, 682, 001 82.7 


Mr. AnpersEN. Will you continue with your statement? 
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DECLARATION OF DISASTER AREAS 


Mr. Lasserer. | would like to point out one little problem con- 
nected with disaster loans. Very often, we have been subjected to 
some public criticism when we declare an area a disaster area because, 
in order to reach people on one side of the county, you declare the 
whole county within the area. In my home State, | remember the 
boll-weevil devastation a few years ago. It was all over the State. 
Some counties had only spotty damage and some had been almost 
ruined, so to avoid all the paperwork of going through each county 
which would have required hundreds of man-hours, we took a short- 
cut and declared the whole State eligible. When a single county is 
designated, somebody in the county contiguous says, ‘‘We suffered 
just as much as that county did.” Very often their Representative 
here in Washington will call and say, “Our district was hit just as 
bad.’”’ So we have had to include some counties in the declaration 
where the production figures for the entire county reveal no damage 
compared to previous years but often includes individual farmers 
who suffered substantial losses. Statistic ally, the county did not 
show this loss but the little fellow hit by a hailstorm is ruined regardless 
of what happened to the rest of the State. It might be a good idea 
sometime to give the secretary authority to handle that in a little 
different manner, probably on an individual basis, so we would not be 
subjected to declaring lowa, for instance, a disaster state where only 
sections of a few counties suffered damage. 

Mr. Horan. You will recall the disaster loan provisions that we 
have provided for the Wenatchee-Okanogan area. The other day 
introduced a bill to allow larger loans and larger volume of loan money 
within limits. That is at the discretion of the Secretary. The 
authority is there. It has always been a magic wand because it has 
never been used to any great extent. Probably being there, it does 
enable the individual to get credit from other sources which he would 
not be able to get if this authority were not there. 

Mr. Lasserer. It has a great psychological effect out there. 

Mr. Horan. I| think it is true, it is evident. 

Mr. Lasserer. They have not used very much money there, but 
the fact that it bas been there has been a great help. 

Mr. Marsua.u. In regard to your regulations pertaining to disaster 
loans, you are placed in the position of making loans to farmers outside 
of the category of family-sized farms. 

Mr. Lasseter. Yes, sir; that was discussed before the Agriculture 
Committee at length. There was a proposal that we limit the size of 
those loans. I recommended it more or less as a feeler to see how they 
would react to it and frankly, the reaction both in the House and in 
the Senate was that restricting the size of those loans would be unfair. 
If a big man is wiped out, and it has happened—we have had some big 
farmers wiped out—he is in just as bad a fix as the little fellow. There 
is no limit as to the size of those loans. The big loans are pretty safe 
from an economic standpoint and we do, of course, come in contact 
with a different element of farmers there. 

Mr. MarsHatuL. Which leads to some misunderstanding on the 
part of the general public since they have looked upon this agency as 
an agency which makes loans to family operators. 
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Mr. Lasserer. You know, we went into that program with some 
fear as to the effect it would have upon our other programs. I will 
say this, though, that with few exceptions we have not had the 
headaches we expected. We thought that it would hurt us, as you 
say, but probably the way our people have handled that, and the very 
strict business methods used in scaling down these loans and letting 
applicants know we meant business probably has resulted in a balance 
in our favor with the general public who know something about 
our program. 

Mr. Marsuauu. Mr. Lasseter, since there has been some question 
raised concerning the administration of the disaster loan program, 
could you submit a statement at this point in the record which would 
give a picture of the disaster loan program, preferably by States, as it 
relates to the amount of loans that you have been making and the 
collateral involved in those loans. 

Mr. Lasseter. We can do that. We do not have it right now, 
but we can get it, 

(The requested information follows:) 


DisasTER LOAN PROGRAM 
PURPOSE AND SCOPE 


Disaster loans, authorized by Public Law 38 (81st Cong.), are made in areas 
designated by the Secretary of Agriculture to eligible farmers and stockmen 
who have suffered substantial production losses as a result of floods, storms, 
freezes, drought, or other similar diasasters, and who are unable to obtain from 
banks or other established sources the credit needed to continue their operations. 
The purpose of this program is to provide a source of emergency credit in areas 
where it is needed to help overcome the immediate effects of a serious production 
disaster. These loans are made primarily to meet current operating expenses and 
to repair or replace property damaged or destroyed by the disaster. Loans are 
not made to refinance existing debts, secured or unsecured. 

Since the inception of this program on April 6, 1949, the Nation has experienced 
unprecedented production disasters through floods, blizzards, drought, and other 
adverse conditions which materially reduced crop yields and resulted in serious 
livestock losses and property damage in many areas. To date, disaster-loan 
assistance has been made available on a temporary basis in either a portion or 
all of 46 States and in Hawaii and Puerto Rico because of various types of pro- 
duction disasters. ‘The most extensive need for disaster loans has resulted from 
the 1952 drought which affected 25 States along the eastern seaboard and as 
far west as the Dakotas and Colorado. However, the Midwest floods of 951 
and 1952, the freezes in 1949 and 1950 in the citrus and vegetable areas of Cali- 
fornia and Texas, the heavy boll-weevil damage in the South in 1949 and 1950, 
and subsequent damage from adverse weather conditions, in addition to heavy 
losses in widely scattered areas, have resulted in a continuing need for this type of 
emergency credit to help stricken farmers stay in business until they can resume 
their normal credit relations in their respective communities. 


SECURITY REQUIREMENTS 


Disaster loans are expected to be repaid as soon as possibie and are secured for 
the full amount loaned as follows: (1) All loans are secured by first liens on crops, 
and, generally, by the best liens obtainable on livestock and other chattels owned 
by the borrowers. First liens are required on all livestock and other chattels 
purchased with loan funds. (2) Loans made to purchase or produce feed for 
livestock are secured by first liens on the livestock, except that such loans may be 
secured by junior liens when (a) there is sufficient equity remaining in the livestock 
to protect the Government’s interest and (b) agreements are entered into by prior 
creditors providing for a division of income from the sale of livestock which will 
assure repayment of the disaster loans. (3) Loans made for real estate improve- 
ments are secured by liens on the real estate being improved, including junior liens 
when applicants have sufficient equities in their property. (4) Real-estate liens 
are also taken as additional security for loans made for other purposes when 
necessary to provide reasonably adequate security. 
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Statement of disaster loan activity cumulative from inception in April 1949 through 
June 30, 1952, and activity in fiscal year 1953 through Mar. 20, 1958, showing the 
number of the fiscal year 1953 loans over $12,000 














Cumulative from inception Fiscal year 1953 through Number over 
through June 30, 1952 Mar. 20, 1953 $12,000 
daenccialincsiilhaillncctilsitidheccssat alata scailiag lA tamale ta tS Sal silt Nana {ne 
| | | July 1, 1952 
| Number Amount Number Amount | ay ea 
30, 1953 
bama 3, 404 1, 902 $1, 524, 440 1 
zona | 23 | 0 0 0 
\rkansas 7, 859 | 2,871 | 4, 255, 510 40 
ilifornia. 824 | 29 234, 050 7 
jorado — 262 | 76 | 121, 385 0 
vecticut Seales 30 | 0} 0 | 0 
laware 0 | 0} 0 0 
rida 332 77 | 328, 130 6 
i 933 9R9 | 1, 543, 685 8 
141 5 20, 320 0 
38 | 20 | 35, 400 0 
una 28 8 | 7, 755 0 
\ 266 7 4, 290 0 
1,312 190 231, 730 0 
t \ 5 615 20, 780 0 
i 1, 249 RYS 953, 090 4 
‘ 79 5l 75, 830 | 0 
lan 0 0 0 ( 
ssac etts 4 ) l 00 0 
i 9 4, 225 0 
I 617 2 1, 240 0 
9, 197 2. 730 4, 064, 30 4 
lissour 5, 028 191 4, 464, 845 
ta 292 ‘ 0 20 64, 805 0 
rask oY 03, 555 ; 9, 440 0 
la 40 405, 759 0 ( 0 
y H re 18 91, 880 0 ) 0 
N St 204 41, 18 14 30, 130 0 
x 2 49, SOF s 14, 975 0 
vy Yor 212 1, 203, 552 7 109, 690 4 
( 1 1, 791 1, 157, 720 1, 229 WR BRO > 
Dakota 1, 751 872 855 1,17 95, 401 0 
( 5 l 150 0 
Oo 1, 708 1,2 114 2, 394, 720 0 
4) 128 l +, 385 0 
0 24 20, B55 0 
| 21 4 4, 250 
( lina 6, 999 4,1 2, 394 690, 575 
ut Dakota 1, 473 l a3 446 f 20 0 
492 802. 704 OA 745. 480 
6, 231 11, 209, 099 4, 042 9, 247, 330 21 
ta 109 5O1, 701 5 19, 405 0 
Vermont x6 220, 420 | 0 0 0 
\ 89 1, 476, 110 44 | 367, 460 | 6 
Was ton 109 353, 822 15 97, 795 2 
West \ nia } s 25, 965 0 { 0 
Wiscons | 352 459, 384 0 0 | 0 
W von ¢ 116 803, 254 10 14, 370 | Q 
4] 0 0 0 0 | 0 
Hawa 4 76, 130 0 0} 0 
Pnerto Ric 22 69, 370 0} 0 0 
Virgin Islands 0 0 0 | 0 0 
- | 
Grand total 60, 147 81, 441, 339 28, 073 5, 310, 553 156 


Mr. Anprersen. Will you continue, then, with your statement? 
DEBT SETTLEMENT ACTIVITIES 


Mr. Lasserer. We are continuing to make progress in closing the 
accounts of borrowers indebted on rural rehabilitation and emergency 
crop and feed loans eligible for settlement under Public Laws 518 and 
731. During the 1952 fiscal year, the accounts of 82,873 borrowers 
were settled, and the accounts of an additional 27,897 borrowers had 
been settled during the first 6 months of this fiscal year. A high 
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percentage of the loans which have been settled under Public Laws 
518 and 731 were made during the 1930’s. 

And I might say, Mr. Chairman, I have noticed in the Congressiona| 
Record during the past 2 months, a statement critical of the Farmers’ 
Home Administration in the handling of these debt-settlement 
activities. The criticism was that we were too liberal and that we 
had been just casting off indebtedness of the American people to their 
Government wholesale; just canceling it—the inference being that it 
was done in an irresponsible way. I want to say that this committee, 
I am sure, understands exactly what we have been doing there. 

Mr. ANDERSEN. I think it would be interesting to insert a statement 
at this point to show the picture as to outstanding loans. 

Mr. Lasserer. We have that. 

(The requested data follows:) 


As of December 31, 1952, the following principal amounts were outstanding 
on discontinued operating loan programs, classified as ‘“‘collection only” and 
probably subject to debt settlement: 

Unpaid principal 

balance 
Rural rehabilitation loans $43, 158, 916 
Emergency crop and feed loans___- 27. 034. 838 


2etek.S . 7 y 70, 193, 754 


A general statement of the debt settlement activities in the Farmers’ Home 
Administration follows: 
1. SOURCE OF AUTHORITIES 


The act of Congress, approved December 20, 1944 (Public Law 518, 58 Stat. 
836). 

Subsection (g), section 41, title IV of the Bankhead-Jones Farm Tenant Act, 
as amended by the Farmers’ Home Administration Act of 1946, approved August 
14. 1946 (Public Law 731, 60 Stat. 1062). 


2. PURPOSE OF DEBT SETTLEMENT PROGRAM 


To provide an equitable method of wofking out settlements with borrowers 
based on a reasonable determination of their repayment ability and the value of 
security, if any. 

To provide a means of removing from the records of the Farmers’ Home 
Administration uncollectible debts. 


3. TYPES OF SETTLEMENTS AUTHORIZED 


Compromise settlements. 
Adjustment settlements. 
Cancellation settlements: 
Upon application by borrowers. 
When the total debt is not in excess of $100. 
When borrowers are deceased or have been discharged of their debt in bank- 
ruptcy, or when the borrower’s whereabouts is unknown. 


4. GENERAL REQUIREMENTS 


All applications for compromise, adjustment, and cancellation settlements are 
reviewed by a county committee established pursuant to section 42 of the Farmers’ 
Home Administration Act of 1946. This act provides that the county committee 
will be composed of 3 individuals residing in the county, at least 2 of whom shall 
be farmers residing on a farm and deriving the principal part of their income from 
farming. Also, the same law provides that no settlement:shall be made upon 
terms more favorable than recommended by the appropriate county committee. 

Compromise and adjustment settlements are authorized when borrowers do 
not have reasonable ability to pay the full amount they owe but do have reason- 
able ability to pay a part of the debt. (Compromise settlements are those in 
which the borrower pays the entire amount of his offer at the time he submits an 
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application for settlement, while an adjustment offer is one in which at least a 
part of the offer is payable on some future specified date or dates.) Among the 
factors considered in arriving at the reasonable repayment ability of borrowers are: 

The present income and probable income in the future. 

Payments received from old-age pensions and payments received by veterans 
for pensionable disabilities are not considered as sources of funds with which to 
make compromise and adjustment offers. 

Necessary living and operating expenses, repairs, and some necessary replace- 
ment of farm and home equipment. Other items such as payments on secured 
debts and taxes are also considered. 

The general circumstances surrounding the borrower’s situation, such as illness 
or chronic physical disability, which is difficult to cover in general instructions but 
which are, nevertheless, important factors in reaching a conclusion as to the reason- 
able repayment ability of an individual borrower. 

Cancellation of debts upon application by borrowers are based on the same 
general requirements with respect to a determination of reasonable ability to pay 
in compromise and adjustment cases. They are applied in reaching a determina- 
tion that a borrower has no reasonable ability to pay any part of his debt and that 
his debt is therefore eligible for cancellation; however, a loan to a borrower on 
which he owes an unpaid principal balance in excess of $1,000, under a single act of 
Congress or which has not been due for at least 5 years may not be canceled. 

Cancellation of total debts not in excess of $100 may be canceled without an 
application when (a) the total debt is $10 or less and it appears that further col- 
lection efforts would be ineffectual or likely to prove uneconomical, or (b) the total 
debt is not in excess of $100, has been due and payable for a period of 3 years or 
more, and provided further the employee having charge of the claim makes a 
current investigation and reports that the borrower has no known assets from 
which the debt can be collated. 

Settlement of a claim against the estate of a deceased borrower is based on the 
amount that can reasonably be expected by recovery through normal probate 
proceedings, after taking into consideration such items as the cost of administra- 
tion, dowry rights or allowances, funeral expenses, State taxes levied on the estate 
as such, specific encumbrances on the property and any other statutory exemp- 
tions. 

Cancellation of the debt of a bankrupt borrower is authorized when he has 
received a proper discharge from the debt in bankruptcy. 

Cancellation of the debt of a borrower whose whereabouts is unknown is based 
on the length of time that he has been gone from his last known address and 
whether any information is available indicating that there is a possibility of 
locating the disappeared borrower. 


Mr. Horan. Is it not true that some of these were made under the 
old Farm Security Administration? 

Mr. Lasserer. Yes; a substantial number, but mostly under the 
Emergency Crop and Feed Loan Division of Farm Credit and prede- 
cessor agencies. Many of the loans were made as a result of a special 
law covering the 1934—35 drought in North Dakota and other Midwest 
States. 

Mr. Horan. I was told by an individual that he actually heard one 
of the top men in Farm Security tell a borrower in Montana that this 
was Government money. He did not have to pay it back. I think 
it is well in considering these debt cancellations that an improper 
psychology was followed by some of the men in positions of authority 
at that time which has not obtained for at least the 8 years in this 
type of loaning operation. 

Mr. Lassrerer. I have heard that in connection with rural rehabili- 
tation and crop and feed loans; I have had allegations like that from 
all over the country. 

Mr. Anpersen. That is certainly correct. But for the record, I 
would like to point out the other side of the picture. I recall in the 
fall of 1934 seeing so-called hay being shipped into my area in south- 
western Minnesota that would not even warrant the name of good 
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straw, and vet the farmers in that area were charged $24 a ton for that 
provender delivered in the name of these particular relief loans. Had 
things been normal, certainly that feed should not have cost them 
over $6 or $7 a ton. 

Mr. Marswatu. The feed these farmers were furnished cost them 
about three times what they should have paid. 

Mr. ANpeRSEN. Will you proceed? 

Mr. Lassrerer. Before | get on with the statement, dear old Con- 
gressman Bill Lemke never could get over that one point. The last 
conversation I had with him, just a few days before he died was about 
that same thing. He never could get it out of his mind. 

Mr. Marsuauu. A publication came over my desk recently, con- 
taining what I feel is the most despicable statement, entirely un- 
founded, meant for the purpose of misleading, which was published 
by the Committee for Constitutional Govermnent, Inc., and I quote: 

The Farmers’ Home Administration, a section of the Department of Agriculture, 
endowed with power and bureaucratic discretion, last year canceled or adjusted 
loans to 83,000 farmers. These farmers, their families and the 6,000 managers 
of the local offices handling this business represented possibly 300,000 votes. The 
cost of this one department last vear was $175 million loaned to the farmers plus 
$29,500,000 for administrative expenses, a vote-influencing waste of the taxpayers’ 
money. 

Mr. Anprersen. I am sure that no member of the subcommittee 
agrees with any such statement. Also, | am sure that anybody who 
knows the facts would not write any such article as you have just 
quoted. 

Mr. Lasseter, will you continue? 


SALARIES AND EXPENSES 


Mr. Lasserer. The revised 1954 budget estimate for salaries 
and expenses contains a direct appropriation reduction of $1,740,042 
below the amount available in 1953. About $760,000 of the reduction 
will be realized through the elimination of home management person- 
nel which has been available in some State and county offices. We 
are now employing a limited number of home economists whose 
duties are to assist in integrating family living with the total supervised 
credit program. This type of assistance is confined to those areas 
of the Nation where borrower families are most in need of home 
management guidance. In view of the urgent need for economy, 
it is proposed that this specialized assistance be discontinued in 1954. 

In addition to the elimination of the home management personnel, 
about $980,042 will be saved through the reduction of positions 
at all levels of operation. During the current fiscal year, action 
was taken to eliminate about 100 positions in order to confine personal 
services expense to the funds available. The proposed reduction in 
1954 will result in a reduction of about 392 additional positions below 
the budget for 1953. We have not yet completely identified all of the 
positions to be eliminated in 1954. However, it appears that the 
percentage reduction in average annual positions below the 1953 
budget by levels would be somewhat as follows: The national office 
would be reduced by about 9 percent, the area finance offices: by 6.4 
percent, the State offices by 4.7 percent and the county offices by 4.6 
percent. Our objective will be to make personnel reductions in the 
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higher as well as the lower grades so that the average grade and salary 
will not be increased as a result of the reduction in positions. 

I want to emphasize that last sentence to say that with all of the 
reductions in the past, we have not taken it out of the hides of the 
little fellow. Keeping the salary level constant shows that the reduc- 
tions have been all across the board. Often when reductions are 
made, many little people go and the higher people are retained. We 
have not done that and I do not intend to do it. 

Mr. ANDERSEN. Mr. Lasseter, is there a possibility of making more 
severe cuts at the Federal and the State level so as to keep to a mini 
mum the necessary cuts at the county level under this revision? 

Mr. Lasserer. That is certainly a proper objective, Mr. Chairman 


FHA ORGANIZATION 


Mr. ANpreRsEN. Mr. Lasseter, will you give the committee a 
picture of your overall staff? Starting with yourself, and indicate 
who you have immediately under you. 


OFFICE OF THE ADMINISTRATOR 


Mr. Lasserer. Immediately under me, | had a deputy who died 
in October and an assistant administrator who recently transferred 
to PMA. There is one additional assistant administrator position 
which is filled. It would be my recommendation, unless the situa- 
tion changes, that we do not fill the assistant administrator’s job 
previously occupied by Mr. Braswell. I think the Deputy Adminis- 
trator job will have to be filled. 

Reporting to the previous assistant administrator we had Mr. 
Bertsch, who heads the Farm Ownership Division, and Mr. Smith, 
who is head of the Production Loan Division, the two operating 
divisions. 

Now I would recommend that we eliminate the assistant adminis- 
trator’s job and let the two operating divisions report to the deputy 
and the administrator. Our organization is not so big but what two 
men can certainly come into my office. 

Mr. Horan. | worked with Mr. Braswell and I was impressed 
with his approach to any problem. I am sorry to see him leave 
Farmers’ Home Administration but I understand he has received 
very responsible position in PMA. 

Mr. Lasseter. I think this ought to be in the record, too. He 
did perform a magnificent job with us. I do not think I have ever 
known a man who knew American agriculture any better than he 
did in all sections of the country, or who was more conscientious. 
My trouble was trying to keep him from working too much. But 
on the other hand, his transfer was cleared with me. I very reluc- 
tantly agreed to let him go because, frankly, I felt it was a bigger 
field for him, a promotion for him, and I believe that in spite of my 
great need for him, that he is needed more in his present job. That is 
why I let him go. 

Mr. ANpeRsEN. What is the next laver beneath those you have 
mentioned? 

Mr. Lasserer. You can see it there (indicating). We have two 
operating divisions, farm ownership and production loan, then re- 
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porting directly to me are personnel, which division we cut to the 
bone and our examination division, which is badly understaffed. 
That is our audit and examination division; they get around to the 
county offices about once every 4 years where they ought to be 
around once every 2 years. Those are the people who uncover 
any irregularities and assure me of the integrity of the operation in 
the State and county offices. 





EXAMINATION DIVISION 









Mr. Horan. I feel that the examination field is important. It is 
essential that the men from Mr. Lasseter’s own office make tours 
in the field. 








Mr. ANDERSEN. Mr. Lasseter, how many people do you have at the 
Washington level in the Examination Division? 

Mr. Barnarp. Fifteen. 

Mr. ANDERSEN. How many do you have in the area examination 
offices? 

Mr. Barnarp. Seventy-two. That is the number of positions. 
They are never all filled. 

Mr. Lasserer. They have to cover 1,600 counties. 

Mr. AnprrsEN. That would indicate to me that you do not dupli- 
cate much work in Washington that is done in the area offices. 

Mr. Lasseter. No, sir. 

Mr. Roxperts. Accounts are all maintained in the area finance 
offices, Mr. Andersen; they are entirely accounting offices. 









BUDGET DIVISION 























Mr. ANDERSEN. Now go into the Budget Division. 

Mr. Lasserer. Mr. Barnard will discuss that Division. 

Mr. Barnarp. There are 36 people. Our Budget Division is 
different from the budget division in the average agency because in 
addition to the usual formulation and execution budget work, we 
include statistics and program analysis work. The largest portion of 
that number, I think it is 23, are in statistical work, what we call 
program statistics and analysis. They are the ones who compile 
and analyze the statistics on the number of applications, the number 
of loans submitted, the number of visits to borrowers and all the 
information that a program director needs to find out whether the 
field people are doing their job properly. Because of this program 
statistics and analysis, the Budget Division may appear large when 
compared with the usual function. Actually there are 13 in budget 
work and 23 in statistical and program analysis work. 


ADMINISTRATIVE ANALYSIS DIVISION 







Mr. ANDERSEN. Now, discuss the next general group, the Admin- 
istrative Analysis Division. What can you tell us about that? 

Mr. Barnarp. In the Administrative Analysis Division there are 
16. That is the division that might ordinarily be called the procedures 
division or organization and methods division. It is the group that 
coordinates all the loan-making, loan-servicing, and administrative 
procedure submitted to the field, and involves all of the rules and 
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regulations that the county, State, area finance, and national offices 
operate under. 

Mr. ANDERSEN. That sounds rather obscure to me. It is not 
quite as concrete as your last division. 

Mr. Barnarp. For example, the procedure that is written to tell 
the county supervisor to whom he can make a loan and under what 
conditions, including the terms of the loans and the size of the loans, 
and what security instruments he must have, and all those procedures 
needed to assure that we comply with the law and comply with admin- 
istrative direction. 

Mr. ANDERSEN. Where do you draw the line between procedure 
here and programing in the other division? 

Mr. Barnarp. The operating divisions draw the procedure and this 
division, the administrative analysis division, does the technical work 
of seeing that it is not in conflict with other procedures and actually 
issues it to the field and arranges for publication in the Federal 
Register. They also are responsible for what we call management 
improvement activities including such things as the suggestions pro- 
gram and all other kinds of management improvements. We have a 
regular program in which all field offices are curre ntly studying 
particular program problems that they believe need solving. The 
administrative analysis division coordinates this work. 

Mr. AnpERSEN. Do you think that perhaps in these two divisions 
there might be some inclination to go into too much unnecessary 
detail? 

Mr. Lassrerer. I want to be just as frank about that as I can. 
I have kept my eye on that and | have asked the same question at the 
office that you have asked here. I have made the same comment on 
it. However, with the enormous amount, and it is a discouragingly 
enormous amount of procedures that must go out, I think that they 
do a very good job in coordinating these operations on a level of 
integrity so that one division is not sending out something that 
conflicts with some other division. I think that the *y do a very good 
job. As 1 say, it is discouraging to me because all of that procedure, 
and all of that detail is almost too much for my mentality. Every 
time I have discussed it with the field people who know so much more 
about it than I do, I have had to retreat from my position which has 
been very much like, | think, yours is right now. 

Mr. ANDERSEN. I do not claim to have a firm opinion on it. 

Mr. Lasserer. You have expressed some doubts and so have I, 
time and time again, but I do not see how we could otherwise keep 
all of this procedure coordinated. For instance, we could issue 
something erroneously that would get a county supervisor or a State 
director into legal trouble or cause endless duplication of work. 

Mr. ANDERSEN. Let us go to the next division. 


FINANCE DIVISION 


. BARNARD. We have 46 in the Finance Division. 

. ANDERSEN. How many in the area offices? 

. Barnarp. About 600. 

. ANDERSEN. There are 46 here in Washngton? 

. Lasseter. Pretty small proportion, Mr. Andersen. 
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Mr. AnprersEN. It is; I agree with you. I was agreeably surprised 
over in the Examination Division to learn that you have the big pre- 
ponderance of the people out in the field where they belong. 

Mr. LASSETER. Altogether. 

Mr. Barnarp. Finance Division. The national office coordinates 
the work of the four finance offices. I think it would be better if | 
explained what the area finance offices do; then it can be more readil\ 
recognized why we need 46 people in Washington. The four area 
finance offices cover all State and county activities and maintain the 
official loan accounts, including the examination of the loan vouchers 
that go through to pay the borrowers. They maintain, in volume of 
work, some 600,000 separate loan accounts with borrowers. They 
bill the average borrower twice a year and they send copies of these 
statements of account to the county office so that the county office, 
in an unofficial way, can maintain the balances due by borrowers. 

Statements of account have interest computations, so that when a 
borrower comes into the county office and wants to pay on his loan, 
he is aware of how much is applied to interest and how much to 
principal. The borrower knows immediately what the balance of his 
indebtedness is after the current payment is applied. They receive 
all of the collections which would aggregate annually some $170 
million. 

In addition, included in the area finance offices are what we call 
administrative services. They handle all of the space problems, 
office rents, supplies and equipment and that sort of thing. 

Mr. ANDERSEN. I note vour chart shows a connected line between 
the Administrative Services Division and the area finance offices. 

What about the Washington end of this Finance Division? You 
have forty-some people there. 

Mr. Barnarp. The Washington office is divided into about three 
sections. One is called the fund accounting section. That section 
maintains the general ledger accounts, the same type of thing as any 
business would maintain, balance sheet and income and expense 
statements and so forth. They coordinate the activities of the four 
area finance activities on what we call the allotment accounts where 
funds are allotted and accounting records maintained on loan and 
administrative expense funds. They prepare reports that go to the 
Treasury and the General Accounting Office. The administrative 
accounting section is the one that handles the examination of all 
vouchers, the pavrolling of employees, and so forth. 

Each loan, of course, has to have a voucher and I would expect that 
that would run into about 105,000 vouchers a year in the field. That 
group in Washington I think is about four people. Included in the 
administrative accounting section is a group who is working with the 
examination division in the fiscal end of any irregularities that the 
examination division may turn up. They work with the General 
Accounting Office and the Treasury and others to get the irregularities 
straightened out. For example, if a county supervisor should abscond 
with some money, they would set up an account to get it back and 
advise the General Accounting Office and work through them in trying 
to get the funds back. 
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FARM OWNERSHIP AND PRODUCTION LOAN DIVISION 


Mr. ANDERSEN. Mr. Lasseter, you have told us about two general 
divisions, the farm ownership division and the production loan divi- 
sion. Just how many personnel are in Washington, in each case? 

Mr. Barnarp. In farm ownership, we have 33 people. The name 
does not imply all they do. They handle farm ownership, farm hous- 
ing and insured mortgage loans; in fact all real estate type loans. 

Mr. ANDERSEN. How about the Production Loan Division. 

Mr. Barnarp. They handle all of the operating type loans including 
the disaster loans and water facilities loans. There are 32 in that 
division. 

STATE OFFICES 


Mr. ANDERSEN. Let us get down to the State offices. They report 
direct to the administrator, do they not? Tell us how that operates. 
Is there a man at the head of each State office? 

Mr. Lasserer. There are 40 State offices. Of course, some of the 
States in the far West and New England where the program is very 
light, are combined. The State director is a counterpart of the ad- 
ministrator. Most of the authority that I have is delegated down to 
him. We decentralize practically everything we can. He generally 
has a production loan group and a farm ownership group. He has no 
fiance division and no examination division there. He sometimes 
has ope administrative services man, a personnel clerk, and a few 
other clerks. That is the top level of administration in the States 
and of course I hold State directors responsible for the conduct of the 
program in the States. He reports direct tome. I want to say that 
the elimination of the old regional offices I think was one of the best 
things that ever happened to this organization. It made us stream- 
lined. 

Mr. AnprersEN, This subcommittee urged you to do that. 

Mr. Lasserer. Yes, sir; and at one time when I first came in here 
I thought it might not be advisable but I was proven wrong. 

Mr. AnpEeRSEN. May I ask Mr. Marshall to describe at this point, 
if he will, the State setup in Minnesota where he was director? How 
many fieldmen did you have above the county level? 

Mr. Marsuaut. Mr. Chairman, at the time that I was State director 
in Minnesota, we had the very setup that Mr. Lasseter has indicated 
to be there now. I think there has been a very slight change in the 
make-up. As I recall, at the time I was there, we had 4 field repre- 
sentatives which has been increased, I believe, to 5 at the present 
time, 

Mr. Lasserer. They work out of the State office. 

Mr. MarsHauu. The chairman asked the difference between there 
and the field. Aside from that, | do not recall any offhand. 

Mr. ANDERSEN. Are there any area field men between these district 
supervisors and the county level, Mr. Marshall? 

Mr. MarsHatu. No. 

Mr. ANDERSEN. That is the onlv layer between the State and the 
county? 

Mr. Lasserer. That is not a layer; they are on his staff. They 
work out of his office directing the activities of a group of county 
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offices. It is not a layer of administration. There is nothing be- 
tween the county supervisor and the State director. 

Mr. ANDERSEN. It would seem to me that you have very little 
unnecessary administrative overhead. 

Mr. Lasseter. That is the reason I can give quick service on 
complaints and quick service on inquiries from up here. Sometimes 
people call me in the morning and I will report to them in the after- 
noon. I have had Congressmen and Senators time and again be 
amazed at the rapidity with which we can get information from the 
field. 

Mr. Marsuatt. I am heartily in accord with a State like Minnesota 
having five field representatives. I believe that field representatives 
are the most necessary link as far as administration is concerned of 
any place in the whole program. They are the people that the 
administrator must rely upon. My observation is that we have less 
trouble all the way along the line in program if right at the beginning 
we have administration by people who are informed and know what 
they are doing. It is easy enough to find something after it is done, 
but proof of the old adage that an ounce of prevention is worth a 
pound of cure is a most important thing in administration. 


STAFF CONSULTANTS 


Mr. AnpEerRsEN. Mr. Lasseter, I find this chart interesting and we 
get a lot of worthwhile information from these discussions. What is 
this group you call staff consultants and specialists? How many are 
there? 

Mr. Barnarp. Twenty. 

Mr. ANDERSEN. How many national field representatives? 

Mr. Barnarp. Five. 

Mr. ANDERSEN. Describe the work of these 20 consultants. 

Mr. Lasserer. Included in that group is a section that has been 
handling these old rural rehabilitation corporations. We were 
ordered to turn the money back to the States but we were given 
authority to negotiate with the States to use the assets of these 
corporations for loan purposes. Tlrere are three of those in that group. 
I have two men who do nothing but work with veterans’ organizations, 
seeing to it that veterans preference laws are properly enforced. 
Those people are well connected in veterans’ organizations and I give 
them complete freedom in seeing to it that these veterans preferences 
are enforced. 

Mr. Horan. The proof of successful operation is in the administra- 
tion of the facilities we place at your disposal. And poor administra- 
tion, under a poor administrator in the operations of Farmers’ Home 
Administration tends to become scandalous. Therefore, any cooper- 
ation that we can give to men who are trying to do a good job in the 
field, particularly when we do have preferences, such as veterans 
preferences to deal with is well within our duties. 

I think also that in contacts with the veterans organizations the 
element of personal responsibility should be stressed. There is no 
question but what the Legion and the Veterans of Foreign Wars and 
the other veterans’ organizations can be immeasurably invaluable to 
us or they can ruin the program, depending on whether they have 
statesmanship or demagoguery in their leadership. 
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Mr. Lasserer. | want to say in connection with veterans’ organiza- 
tions that I could not and I would not take responsibility for our 
veterans’ preference enforcement without close liaison with the 
veterans organizations. It is absolutely necessary. They help 
police this thing out in the field and they have given us help unselfishly. 
There is no demagoguery attached to it. It has been one of the most 
pleasant experiences I have had in this business. 

So I have two men who are constantly engaged in keeping that 
liaison; they are about as busy people as we have. 

| have two representatives reporting directly to me who help 
out in the South and in the border States on the question of our 
program with our Negro friends. They help me go out and see that 
they are being given fair treatment which I certainly insist on. I 
certainly have had the commendation of the Negro leadership, trying 
to be fair tothem. Those two people do that. 

Mr. Horan. That is the only solution to that problem. 

Mr. Lasserer. I have to have people who have their confidence 
to go out and check on these things and report to me. They do not 
clear through anyone but me. 


INFORMATION STAFF 


Mr. ANpERSEN. Let us discuss the information staff and how many 
are in it. 

Mr. Lasseter. There are 10 there, including 3 clerical employees. 
I want to say this, that when I came in, there were 35. Right 
before I came in there, there were 94. So I think we have that down 
to a minimum. 

For instance, you ask for some informatioh up here; you want some- 
thing prepared. We turn it over to those people. They are not public 
relations people, let me assure you. Whatever public relations we 
have, I do myself. They are not publicity at all. 

Mr. ANDERSEN. Mr. Lasseter, I think you have made a very fine 
statement relative to your organization chart. 


NATIONAL OFFICE REDUCTIONS 


Mr. Lasseter. I want to say about our national office that we have 
now about 275. Mr. Barnard, what was the national office size to 
show what we have now, compared to the time I was appointed? 

Mr. Barnarp. There is a progressive decrease from the earlier 
years which would be as follows: In 1940 there were 931. 

Mr. ANDERSEN. You are speaking about the Washington office. 

Mr. Barnarp. Yes. In 1946, when Mr. Lasseter came in, there 
were 433. The budget for 1954 calls for 272 from all funds. 

Mr. ANDERSEN. I| believe that shows some of the good work of 
Mr. Whitten as chairman of this subcommittee. Of course, I coop- 
erated with him at certain points as did Mr. Horan, but for years 
we have been striving to reduce the number of people at the Wash- 
ington office level. 

Mr. Lasseter. Yes, sir. 

Mr. ANDERSEN. It certainly has not injured your organization, 
has it? 

Mr. Lasseter. No, sir. 
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Mr. Wuirren. I appreciate the chairman’s statement; and we have 
worked closely together on all those matters. 

What is particularly significant about this personnel reduction is 
that the Washington office is now discharging its own work plus 
that which the regional offices used to do. So it is really a much 
finer showing than might first appear. 

Mr. Horan. Your organization was called Farm Security when 
you took over? 

Mr. Lasseter. Yes. Since then we merged ECFL with it, too. 
Their staff was not very large. 

Mr. Horan. The large number of people in the Washington office, 
though, reflected, I believe, the philosophy that obtained in the old 
Farm Security Administration. 

Mr. Lasserer. The organization has been just about as decentral- 
ized. Mr. Horan, as I could possibly recommend. The Washington 
office is approaching an almost irreducible minimum. If we shake 
‘+ down much more we will deprive the field of certain technical 
services and supervision that I think are necessary. As a matter 
of fact, the field complains now they do not have enough people out 
of the Washineton office. In the old days they used to complain 
about too many. 

I am hopeful that our continued studies of personnel requirements, 
and our program of shifting personnel from time to time to meet 
changing workloads. will permit us to absorb the proposed reductions 
without seriously affecting our standards of performance. Thai is a 
hope. Some of our county offices will be able to absorb increased 
workloads but others are now serving such large areas that any 
‘nerease in the number of borrowers will mean inadequate attention 
to loan making and servicing. 

I am proud of the accomplishments which have been realized from 
our Management improvement programs and full advantage of these 
programs will be taken. in reducing personnel. The Farmers’ Home 
Admiristration leads all other agencies of the Department in partici- 
pation in the employee suggestions program. Much of our increased 
efficiency is directly related to the splendid participation of employees 
in these programs. 

COUNTY OFFICES 

One comment I might make is that reducing county offices some 
day is going to get to the danger point where a dollar saved is going 
to mean $2 lost. 

Mr. ANDERSEN. I can see that and that is why I have been con- 
cerned as to the situation in the upper levels. 

Mr. Lasserer. I am going to protect that. You can see by my 
statement that the county office reduction is by far the smallest and 
it has been each year. We have cut State offices down and we main- 
tain the county offices more nearly to the old levels than anything 
else. I am going to watch that, as I say; that is a danger point, if 
you cut too many of those offices. 

Another thing about county offices is that in some States the cost 
per unit is high, but we must give service in those States where the 
population is thinly scattered over a large area and they cannot 
physically serve as many people. The county unit cost in Utah and 
Nevada, for example, is much higher than in Georgia or Mississippi. 
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Mr. AnprersEN. I wish to reiterate what I said before, that you 
must watch collections at the county level during times of fairly 
vood prosperity. 
~ Mr. Lasserer. You will lose money if you cut it too far. 


SUMMARY OF LOAN COLLECTIONS 


[ have here, Mr. Chairman, a table summarizing the collection status 
of all types of loans as of December 31, 1952. As I have previously 
indicated, collections continue to be good on all of the active pro- 
grams. While the record is slightly less favorable than a year ago, I 
am convinced that the policies being followed are sound and that only 
a small percentage of principal losses can be expected on any of our 
current programs. 

Collections continue to be made on the old rural rehabilitation and 
emergency crop and feed loans which were made by predecessor agen- 
cies. Inapproximately 6 years since the creation of the Farmers’ Home 
Administration, we have collected over $246 million on loans made 
under these discontinued programs. During the last fisca] year, over 
$10,200,000 was collected on these loans and in the first 6 months of 
this fiscal year $3,680,000 was collected. 

You see that is coming down and down and we are going to reach 
the vanishing point some day. 

Mr. ANDERSEN. I should like that table to be inserted in the record. 

Mr. Lasseter. Yes sir. 

(The table referred to is as follows:) 
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WATER FACILITIES LOANS 


Mr. ANDERSEN. Let us again discuss the proposed increase of $1 
million in water facility loans. Will you comment further upon that? 

Mr. Lasseter. Yes, because pressure on that program is, as I 
said, very acute. 

Mr. ANDERSEN. Have you any further remarks to make on that 
type of lending operation? 

Mr. Lasserer. Mr. Chairman I might mention a situation in 
South Dakota, up in the James River Valley where they were pro- 
posing a large irrigation development. I do not know what the cost 
would have been but it would have run into large figures. The dam 
would go across the James River into the Missouri River. But they 
discovered that there were many underground streams running out 
like fingers. Senator Case and Senator Mundt took that up with 
me as to what could be done to sink wells there to provide the irri- 
gation water from wells obviating the necessity for a large develop- 
ment project which probably would run into millions of dollars. 
Instead of that we are making loans. We have diverted some money 
out there this year and are making loans there now averaging about 
$8,000, $9,000, or $10,000 for an irrigation system by using sprinklers, 
instead of leveling the land. If that program develops there, it is 
going to require considerable funds each year in loans that are going 
to be repaid. 

Mr. ANDERSEN. What is the repayment record? 

Mr. Lasserer. 99.5 in payments to maturities, the best by far of 
any program we have. 

Mr. ANDERSEN. We need fear very little about this increase. 

Mr. Lasseter. We said several years ago we felt that the minimum 
amount with which to do the job properly was right around $10 million. 
There is a heavy demand for these loans out there. The other agen- 
cies that could possibly be in there have withdrawn from the field 
expecting us to do it. We are doing our very best to perform the 
service. But I have said before that if we do not get the proper amount 
of money for this program sooner or later we should get out of the 
field and let some other agency have it. 

Mr. Horan. No question about that. We have increased this 
through the years through this appropriation. However, it is a fact 
and something we are going to have to face and face honestly or, as 
you say, eliminate that responsibility. 

Mr. Lasserer. Relieve us of the responsibility unless we have 
adequate funds. 

Mr. AnpprsEN. I have before me a table which you have drawn up 
at the request of this subcommittee which shows the splendid record 
of repayments by your borrowers. I should like to have it inserted 
in the record at this point. 

(The table referred to is as follows:) 
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Mr. Lasserer. I will let Mr. Barnard point out the salient features 
of this table. But I want to make this comment. One of the news- 
letters stated that our overhead expense was 16 percent. Actually 
our overhead is 3.5 percent based on outstanding loans plus the loans 
being made during the year. 


REDUCTION IN LOAN FUNDS 


Mr. AnNpDERSEN. I note that the revised budget reduces your other 
loan authorizations by $5 million. Will you discuss that, Mr. 
Lasseter? 

Mr. Lassrerrer. That represents a two-and-a-half-million reduction 

farm housing loans and two and a half million of production and 
subsistence loans. I thought I peinted that out in the discussion of 
production loans; how we expected to meet that. 


ADMINISTRATIVE EXPENSES 


Mr. ANDERSEN. Just where do you think you can apply a proposed 
decrease of $1,740,000 in administrative expenses? 

Mr. Lassrerer. | did point out that we may have to discontinue 
these home-management supervisors and I want to say that I regret 
that exceedingly. When the two agencies were merged and we had 
that terriffic reduction in force in fiscal year 1948, that work was almost 
totally wiped out. I must say that I was subjected to a good deal of 
criticism because that was done. I did it as the lesser of evils. I 
could not possibly close down more county offices. Since then I have 
tried to restore that service in some degree hoping that something 
might happen some day to enable me to increase the service. It is a 
service that does not stand out so much, but frankly we lose on many 
loans because of home-management deficiencies. 

Mr. Horan. When the Extension Service was before us I pointed 
out that we had some problems in the State of Washington where I 
requested the fullest amount of cooperation among all of the agencies 
who had services to provide. I assume that this work could not be 
carried on by Extension Service home demonstrator? 

Mr. Lasseter. No, I think the Extension people will tell you that 
they work with groups. Our people are in the lower economic level 
and in many cases, particularly in the Deep South, they are very much 
in need of this assistance. In some States, this service is not so com- 
pletely necessary. But in the Deep South it has paid great dividends 
where there is a concentrated Negro population. We have very fine 
Negro women who go out and work with the borrowers in their homes. 
As I have just said, their contribution to the success of those families 
is certainly on a level with the farm management people who guide 
them on their farms. I would certainly hate to see it go. 

Mr. ANDERSEN. The purpose of my original question in this regard 
was to make sure that you were going to bend over backward in not 
taking away from the smallest operating unit, the county, the neces- 
sary funds to do a good job. We have your assurance on that? 

Mr. Lasseter. You have our assurance on that. 
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REIMBURSEMENTS 


Mr. ANpersEN. What activities do you carry on from transfers and 
reimbursements? 

Mr. Barnarp. Most of our reimbursements are merely an operating 
device to pay pare from State Rural Rehabilitation Corporation 
funds. There are 43 of those corporations and in order to divide the 
expenses equitably between the States we pay them from our fund 
and reimburse from corporation funds. 


PHOTOGRAPHIC ACTIVITIES 


Mr. AnpmERsEN. What work do you do in your organization, Mr. 
Lasseter, on films and motion pictures? 

Mr. Barnarp. None. 

Mr. Lasseter. It has not come to my attention. I think we may 
have out in the field 

Mr. Barnarp. A few cameras. 

Mr. Lasseter. The county supervisor might have a camera of his 
own and take some pictures. 

Mr. Barnarp. Illustrative of expense of that type, I might mention 
that our total expenditure for publications is about $2,500; that 
includes those little pamphlets that are handed applicants. That 
is all we have in the way of publicity. 


IBM MACHINES 


Mr. AnpEersEN. What is the situation relative to IBM machines in 
your organization? 

Mr. Barnarp. We have those. They are the machines that we 
keep our loan accounts on. 

Mr. ANpEerRsEN. How much of the time are the machines used, « 
the average? 

Mr. Barnarp. We maintain records on that and I think the 
current usage of the machines—some get more use than others— 
on the average is about 60 to 65 percent. 

Mr. AnpERsSEN. You have two economists in your organization. 
Who are they and what do they do? 

Mr. Barnarp. Those are two home management supervisors in 
the Washington office. They are home economists. 

Mr. ANDERSEN. In conclusion, I would like to have you place in 
the record at this point your basic legal authority for your various 
activities with a statement as to whether or not they are mandatory 
or permissive. 

(The requested information follows:) 
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The following statutes represent the authority for the current operations of the 
Farmers’ Home Administration: 


Program | Authority Citation 


Direct farm ownership loans, insured | Bankhead-Jones Farm Tenant | 60 Stat. 1062; 7 U. 8. C., 
farm ownership loans, production and Act, as amended, and Farmers’ 1001 et seq 
subsistence loans; compromise, adjust Home Administration Act of 
or cance] certain indebtedness 1946 

Water facilities loans Water Facilities Act of Aug. 28,| 16 U. S. C. 500r-590x, 

1937. 5902- 
Farm housing loans, farm housing grants | Title V, the Housing Act of 1949, | 42 U. S. C. 1471 
;} as amended. 

Disaster loans, loans to fur farmers, loans | Public Law 38, Slst Cong., as | 63 Stat. 43, 64 Stat. 414; 
to orchardists. amended 12 U. 8. C. 1148a-1 

Compromise, adjust, or cance] certain | Public Law 518, 78th Cong 58 Stat. 836; 12 U. S. C, 
indebtedness | 1150. 

Administering assets of State rural re- | Rural Rehabilitation Corporation | 64 Stat. 98; 40 U. 8. C. 440. 
habilitation corporations rrust Liquidation Act 


Note.—The above statutes contain permissive authority to carry out the activities authorized except 
Public Law 518 which in its essential features is mandatory, 


Mr. ANDERSEN. Gentlemen, are there any questions? 


COLUMBIA BASIN AREA 


Mr. Horan. I have some questions I would like to ask Mr. Lasseter, 
Mr. Farrington, and Mr. Bertsch. 

[ refer to the Columbia Basin. We are employing a lot of the funds 
of the Farmers Home Administration there. The problems will only 
be solved by administration so I am taking this opportunity very 
briefly to tell you what I have done and to ask your cooperation. 


Yesterday, Mr. Farrington, I addressed a letter to Dr. Adams who, I 
believe, is head of the Farm Credit Interagency Committee at Spokane 
this year. I asked him to discuss with the Columbia Basin Commis- 
sion some of the problems where the Farmers Home was involved and 
if there was any possibility of building up the use of land bank funds 
or even cooperative funds. I assume there will be increasing need 
for it as that area is developed. Mr. Bertsch, have you been out there 
lately? 

Mr. Berrscu. | was there 3 weeks ago, Mr. Horan. 

Mr. Horan. There is a tendency on the part of some people to 
criticize the Farmers Home Administration. I have difficulty getting 
to the bottom of the dissatisfaction. What is the problem there? I 
know we are working on it? 

Mr. Bertscu. I met with the Columbia Basin Commission while I 
was out there making the same effort I assume you were making in 
trying to find what basically the criticism was. I think most of the 
criticism was a result of lack of understanding of some of the problems 
with which we are confronted. We feel very strongly our responsi- 
bility for stewardship of these funds which are entrusted to us. 

Mr. Horan. So do I. 

Mr. Bertscu. Over the years, we have developed a means of em- 
ploying the advice and the counsel of county committees of local 
people. Under the statute we can make a loan only to a man who is 
certified by this committee as having the character, the industry, and 
experience which will result in his probable success. We have done 
our level best to see that those committees do not become rubber 
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stamps; that they actually make the necessary investigations to arrive 
at this certification intelligently. That is a difficult investigation when 
the settlers on these reclamation projects come from all 48 States anc 
it is time consuming. They write letters to the settlers’ former land- 
lords, former bankers, former businessmen and it takes a couple of 
months, many times, for our county committees to satisfy themselves 
that if a loan is made to the settler he will have a reasonable likelihood 
of success. I think it is a Jack of understanding on the part of some 
of the local people of that process that has resulted in most of the 
criticism. There is a feeling that we should operate much as a banker 
operates, that when a man walks in and says, here is the collateral | 
have to offer, that we should hand him a check the same day. We 
have not been able to do that. I think it would be disastrous to our 
operations if we should undertake to do it and disastrous to the 
borrower. 

Mr. Horan. I know you are on top of this. 

Mr. Bertscu. If I were to sort out the basis for one type of criti- 
cism, it is that loan processing has been slow—cautious. That is our 
finding. Folks who criticize us do so because of the time involved in 
processing loans. We have asked our people to log each of these 
applications and tell us how much time it took from step to step so we 
will be able to enlighten the people who feel that we have been slow. 
I think, from what investigation I made, that our people are doing a 
pretty acceptable job, a businesslike sort of job. 

Mr. Horan. I will leave it here. I do want the closest sort of 
cooperation between the Farm Credit Administration, yourselves, 
Extension Service, and the State College in Washington. There are 
innumerable facilities of Government that can be of assistance to those 
people and the Reclamation Bureau, all of them. All I am asking is 
that that be maintained and I am trusting that if we do have any 
reorganization at the county level of the Department of Agriculture’s 
operations, that we will have a better sounding board, a better council 
to disseminate this information and to stop these criticisms, because 
some of them are frustrating. They get no place, do nothing but cre- 
ate ill will; they do not build anything. Mr. Farrington, I wish you 
would watch it and see whenever they are eligible for your facilities 
so that you can relieve the responsibility from off Farmers Home Ad- 
ministration as soon as possible. I realize that is something that has 
to be done by you as an administrator. 

Mr. Wuirren. Mr. Lasseter, I have listened with a great deal of 
interest to your report. We on this committee have considered you 
as one of the better administrators in Government. 1 want to com- 
pliment you on the way the program has been handled, and the 
steady reduction in the number of people and the cost of administra- 
tion through the years. That has been a joint matter in which you 
have fully cooperated with the committee. None of this has been 
forced on you since I have been here, but it has been a case of you 
working with the committee. 

I would like for you to show in the record the annual collections by 
program for the last fiscal year. Also include a table showing the 
amounts requested for loan authorizations by your agency and also 
by the Department, and the Bureau of the Budget, for the coming 
fiscal year. I would like the record to show it at this point, too, the 
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number of borrowers who have satisfied their loans or attained such 
financial condition as to get credit from other sources. 
(The tables referred to are as follows:) 


Collections, fiscal year 1952 


Principal Interest Total 
collections collections collecticns 


ect Government loans 
Active programs: 
Production and subsistence loans 789, 30% $7, 546, 16 $91, 335, 
Water-fr cilities loans , 597 25 1, 854 
Direct farm ownership loans 21, 456, 023 6, 130, 27, 586, 
Farm-housing loans 3, 144, 73 1, 106, 250 
Production-dis* ster loans 9, 563, 6: 609, ‘ 
Loans to orchardists 92, 245 
Loans to fur farmers , 006, 456 46, 674 
Inactive programs 
Rurel-rehabilitation loans 910 1, 332, 465 
Emergency crop and feed loans 867 2, 188, 265 
All other loans , 299, 160, 838 
Total collections on direct Government loans 38, 727 19, 379, 918 158, 107, 
ins by private lenders: Farm ownership loans insured by 
the Government we ad Sake 2, 587, 315 1, 160, 621 3, 747 


/ 


Comparison of loan estimates for fiscal year 1954 


Department estimate Budget estimate 
Bureau 


estimate Under Supple- 


Origins Revise 
ceiling mentary riginal a 


Farm-ownership loans..... $50, 000, 000 |$22,000,000 $8, 000,000 $19,000,000 | $19, 000, 000 
Farm-housing loans lei 50, 000, 000 23, 000, 000 0 19, 000, 000 16, 500, 000 


Subtotal - 100, 000, 000 45, 000, 000 000 | 38, 000, 000 35, 500, 000 
Production and subsistence loans.-- 150, 000, 000 |128, 000,000 | 22 000 120, 000, 000 117, 500, 000 
i 


Water-facilities loans 10, 000, 000 , 000, 000 . 000 7, 000, 000 7, 000, 000 


rotal borrowing authorization. 260, 000, 000 (180,000,000 | 31, 000 165, 000, 000 | 160, 000, 000 


Number of paid-up borrowers during fiscal year 1952 by type of loan 
Production and subsistence loans 39, 515 
Direct and insured farm-ownership loans 1, 292 
Farm-housing loans 263 
Water-facilities loans 603 
Disaster loans 10, 178 
Loans to fur farmers 53 
Loans to orchardists 11 


Total : 55, 015 


Mr. Wurrtren. During the period that I have been on this com- 
mittee I have tried to make the fight for what I considered to be the 
welfare of agriculture. The record of the Department of Agriculture 
since 1940, with 30 percent less money and 38 percent less people, 
compares so very favorably with the expenditures in all other depart- 
ments of Government, where there has been an average increase of 
300 percent, that I make no apologies for continuing that fight this 
time. 

I deplore the statement I see in today’s newspapers listing the total 
amount of money for running the Department of Agriculture and the 
reductions that are proposed in the revised budget. Each man is 
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entitled to his opinion as to what it will take to run it. I hope to 
go into those questions and do the right thing. 

But the matter that I regret so exceedingly is that loan authoriza- 
tions were lumped in as a part of the cost of running the Department 
of Agriculture. We have worked so hard to try to show what is spent 
on administration and what part is merely loan authorization to 
enable these farmers to be homeowners, to be better citizens, and 
actually add to the economic welfare of the country. I mention this 
again in the hope that others will see it as I do and help us keep the 
loan programs which are 100 percent sound. For both REA and your 
program, collections have been running close to 100 percent of money 
invested. That kind of record certainly is sufficient to make the 
lumping together of loan authorizations and administrative expenses 
unjustified. 

Mr. Roperts. May I say, Mr. Whitten, in the Department we 
certainly have tried to do the same thing. 

Mr. Wuirten. I am quoting newspapers only. I am not trying to 
carry it beyond that. It certainly is most unfair, And if we consider 
the soil erosion, the number of acres that have gone, the damage from 
insects and the fact that our population on the farm has gone down 
from about 86 percent in 1909 to 16 percent now, I think we can begin 
to realize that somebody had better give attention to keeping people 
on the farm and keeping farms in stch condition that they will be able 
to meet the needs of this country and its allies in the future. 

Mr. ANDERSEN. Mr. Whitten, I am sure you will agree that through 
the years we have always emphasized the point that it is really not fair 
to include the money we put up for loan authorizations in the same 
grouping as actual appropriations. 

Mr. Wuirten. You are 100 percent correct, Mr. Andersen. I want 
to say here again that whatever credit this committee may deserve in 
the last number of years, it has been because of the joint action of its 
entire membership. I do not remember a single instance of any 
consequence where the final figures were not approved by all members 
of this subeommittee. And I hope it will be that way in the future, 
because this is much more than certain issues that might be matters 
of controversy for the moment. 

Mr. Hunter. I might ask, Mr. Roberts, in you releases regarding 
the budget figures, was there a breakdown in all instances between 
loan authorizations and appropriation items? 

Mr. Roserts. There was no release, Mr. Hunter. What consti- 
tuted a release was the Secretary’s statement which was left with the 
committee and the first statement which accompanied the Secretary’s 
prepared statement and which was referred to in it. There is a break- 
down both in the prepared statement and in the table and no totals 
are run on authorizations and appropriations authorized for admin- 
istrative expenses. 

Mr. ANDERSEN. But it is a fact, is it not, that too many newspaper- 
men do not have the right concept as to the difference between loans 
and actual appropriations. 

Mr. Roserrs. | think that is undoubtedly true. 

Mr. MarsHauy. Mr. Chairman, a great number of people regard the 
authorization for Farmers’ Home Administration as an appropriation 
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in excess of that which was collected. They do not appreciate that 
the money paid on old loans to the Farmers’ Home Administration 
goes directly into the Treasury and that all new money must come 
out of the appropriation, so they look at the total cost and say, that 
is what this agency is costing. 

Mr. Wuirtren. Many of these programs have reached the point 
where we have almost a revolving fund. The programs are such that 
each year they collect and pay into the Treasury about the same 
amount of money put out in new loans. What it means is that we 
are not having to call on the Treasury for much more, if any, in new 
advances each year in excess of that credited to it in collections for 
old loans. 

LOANS BY STATES 


Mr. Hunvrer. I notice in this breakdown of loans that there is a 
rather wide disparity as between States. Is there any simple way of 
accounting for that? I assume there is a combination of circumstances 
which results in that disparity. Am I correct? 

Mr. Lasseter. All types of loans, Mr. Hunter? 

In other words we loan more in Georgia and Mississippi than we do 
in California. 

Mr. Hunter. Not only California but also Wisconsin, Oregon, and 
Washington. 

Mr. Lasseter. That is easily explained. I might say the income in 
the Southeast is very important. ‘That is where help is needed most. 
The economic levels of the farmers are lower due to many causes and 
the need for assistance has been very much greater. Of course, in 
some sections we make few loans on account of the type of agriculture 
and the higher income and economic levels. 

Mr. Hunter. Of course, one of the major purposes of the program is 
to help people get loans that they cannot get otherwise. 

Mr. AnpERSEN. This is the only problem in agriculture that has to 
do with farmers who are unable to get credit elsewhere. 

Mr. Hunrer. It is remarkable how successful you have been 
in getting your money back. 

Mr. Horan. Not only farm security but the emergency crop, feed 
and seed loans, and—— 

Mr. Lasserer. Our California program is not so large but we have 
had very great success in the Imperial Valley with some disaster loans 
made because of bad weather 3 or 4 years ago. We had to go in there 
on a large scale at that time. 

Mr. Hunrer. I noticed in the last fiscal year there was a total of 
approximately $31 million in disaster loans. Does that include the 
special authorizations of Congress to take care of particular floods? 

Mr. Lasseter. All of it. We administered all of the rural loans 
in the Kansas-Missouri flood area. 

Mr. Hunter. Who handles grants? 

Mr. Lassrerer. There were some grants that year in the Missouri 
Valley flood area. Conditions were so desperate they had to send in 
feed and give it to people who did not have it. The disaster hits us 
much later, after the waters have receded and loans are needed by 
farmers to start farming again. 
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HOME ECONOMISTS 








Mr. Hunrer. I notice you mentioned you had two home econo- 
mists, Do they rely on the Bureau of Human Nutrition for their 
source material? They do not try to develop their own material, I 
hope. 

Mr. Lasserrer. They could not. In the first place, we have just 
two. They coordinate work in the field. One happens to be a 
Negro woman who works with the home supervisors in the South. 
They get all of their source material from the other agencies. They 
could not possibly begin to do their own research; the same is true 
about farm management work. They rely on colleges of agriculture, 
the Extension Service, and other agencies. 

Mr. Hunrer. I believe you explained to Mr. Horan the need for 
your own technical service program in addition to the Extension 
Service. 

Mr. Lasseter. We have to supervise loans made under this pro- 
gram. Our collection record would be disastrous if we did not do 
that. The borrowers need this supervision. The county agent can- 
not do it though the county agent is a great source of strength and 
help to us. 

Mr. Hunver. I think in many cases even though there might be 
some duplication, still there is so much work to be done it keeps 
everybody busy. 

Mr. Lasserer. I doubt that any county agent in America would 
say we duplicate his work and certainly he does not duplicate ours. 

Mr. Hunver. If you put technical people in the county agent’s 
office, you still need as many to cover the number of cases involved. 

Mr. Lasseter. There would not be a saving effected there, although 
we are close to the county agent’s office. 

Mr. Hunrer. You feel in order to protect your loans you need 
people like that to be watching over them to make sure that the loans 
are repaid. 

Mr. Lasserer. I would not take the responsibility for this pro- 
gram if we did not give supervision and guidance. 

Mr. Anpersen. If you will permit, Mr. Hunter, I think it would 
simply add confusion to amalgamate this agency with some other 
group at this time. It is a different line entirely. Also, I think it 
would be disastrous to combine FHA county committees with other 
committees. I do not know of anyone who wants to assume those 
added responsibilities. 

[ have observed the work of Farm Home Administration groups in 
my district, and they are genrally kept pretty busy from what I have 
observed. 

DELINQUENT LOANS 








Mr. Latrp. How many of your accounts are delinquent? 

Mr. Lasserer. It is a running figure; it changes. 

Mr. Barnarp. We have quite a few of the production and sub- 
sistence loans that are Te aadinn At the moment we have 120,000 
borrowers with loans outstanding and about 61,000 of them are de- 
linquent. About 15 percent of the active borrowers have been 
delinquent more than 1 year. 

Mr. Larrp. What is the total money value there? 
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Mr. Barnarp. The outstanding principal balance is $211 million 
The amount delinquent is $32 million. The amount prepaid is 
$7 million. But it should be explained in connection with the de- 
linquencies that we do not renew any loans in the same way that a 
bank does. If a portion of the loan matures and the borrower does 
not pay, he is just plain delinquent and is reported delinquent until 
future payments make him current. If a man is making satisfactory 
progress, conventional lenders would renew the loan and show no 
delinquency. If a conservative renewal policy was in effect, the num- 
ber of delinquencies would be much less. | merely point out that 
delinquencies do not mean losses. 

Mr. Larrp. In many of these delinquencies the interest payments 
are kept up? 

Mr. Barnarp. Oh, yes. 

Mr. Lairp. How many have you on which no payments are being 
made? 

Mr. Barnarp. We break our loans down into what we call “active’’ 
and “collection only.”” The borrower goes into the “collection only”’ 
category if his farming operations have not been successful and we have 
no further security. In that group we estimate that we would lose 75 
percent of the balance he owes after liquidation. At the moment, out 
of this $211 million outstanding there is $10 million owed by people 
in that category. This larger table that we have here points out 
quite, vividly the collection situation in connection with production 
and subsistence loans. It shows that under production and subsistence 
loans we have written off and completely lost $1,047,000 of $559 
million loaned. 

Mr. ANperRsEN. That is all that has been actually written off 
date? 

Mr. Barnarp. Coming all the way down to the item, estimated 
additional losses, principal, we estimate that $22 million more of the 
$211 million that is outstanding will be written off. 

Mr. ANDERSEN. What is that percentage of the total loans that you 
have made? You have advanced $559 million according to the table. 
Mr. Barnarp. It would represent about 4 percent of actual loss. 

Mr. ANDERSEN. What rate of interest do these people pay? 

Mr. Barnarp. Five percent on production and subsistence loans 

Mr. AnpERSEN. Does not the Federal Government get a net return 
there from the interest? 

Mr. Lasseter. We have a detailed statement on that. 

Mr. AnprErRsEN. I think it would be interesting. 

Mr. Lairp. That does not take into consideration the cost of 
operating the program. 

Mr. Lasseter. We have that in detail. 

Mr. Larrp. Could you develop here at this point a summary of 
your delinquent loans so it could be worked up in such a way that it 
showed the direct losses to the Treasury of the United States? 

Mr. Barnarp. Yes; we could. 

(The information requested appears on pp. 1124 and 1135.) 

Mr. ANDERSEN. You show that your total principal and interest 
collections amount to 102.1 percent as compared to the principal 
advances. That is a pretty good record, if you can substantiate it. 

Mr. Barnarp. We can. The record will be much better than that. 
It means that, considering what we will lose of the interest accrued 
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to date and what we lose of the principal and not considering any 
additional] interest accruals on these loans which have about another 
5 years to run, that the total principal and interest collections will be 
102.1 of principal advances If you consider the interest that will 
accrue from here on out until these loans fully mature, total collections 
would be closer to 105 percent. The other statement, Mr. Chairman, 
is one I developed tending to show to what extent the interest pay- 
ments pay losses and administrative expenses. 

Mr. AnprerseN. Would you like that put in with your remarks? 

Mr. Lartrp. Yes. 

Mr. AnperseN. Will you have it inserted in reference to Mr. 
Laird’s questions? 

Mr. Barnarp. If I could make one statement, Mr. Chairman, it is 
very difficult to get at this particular thing because we think that 
our current loans are much better than the loans made in the depression 
days. 

Mr. Horan. - Made out in better spirit. 

Mr. Larrp. That is what I wanted to get into, the attitude that 
prevailed in borrowing from the Government back some years ago 
and the attitude that you now find. You find quite a difference 
in this attitude? 

Mr. Barnarp. Yes; a lot of the loans that were made in the 1930’s 
were made along with grants. Many of the people who received the 
loans had been on relief the day before and this was a device of giving 
them some type of relief and it was thought better to give them a loan 
and grant. 

Mr. Anperson. Thereby retaining for them their self-respect. 

Mr. Larrp. Are there many times when you are asked to write 
these loans off on behalf of various individuals? 

Mr. Barnarp. There was considerable discussion about that 
before on this writeoff proposition. The only loans we are writing 
off, or at least the great bulk of them, are the loans made in the 1930’s 
which were considered uncollectible even then. Fifteen years ago 
they were uncollectible but we were not able to recognize it on the 
books until they passed Public Law 518 in December 1944 that per- 
mitted the Government to charge off loans. The individuals long 
since could not pay, but there was no device to get the indebtedness 
off the Government books. The current writeoffs are merely a 
recognition of the uncollectible loans that were known to be un- 
collectible years ago. 

Mr. Anperson. It was not until 1944, if you recall, that we gave 
you the right to settle and comproimse those loans. 

Mr. Barnarp. December 1944. 

Mr. Bertscu. I think we can point one statement at Mr. Laird’s 
question. I would like to make this statement with respect to the 
farm housing program which is a relatively recent program and is 
one that has been initiated since Farmers Home Administration was 
set up. On January 31, 1953, 95 percent of the borrowers who had 
payments due had met their payments in full and about 28 percent 
of them had prepaid on an average of a couple of hundred dollars 
each. So that only 5 percent of those farm housing loan borrowers 
within 30 days of the date of maturity, had failed to meet their 
payment. Our advice is that essentially all of those have paid by 
this time. The attitude of recent borrowers of Farmers Home 
Administration is that they fully expect to pay their debts and we 
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fully expect to collect them. Only in case of individual adversity do 
we fail to collect them. 
Mr. Larrp. That is what I wanted to know. 


INCOME AND EXPENSE STATEMENT 


Mr. Barnarp. In connection with one statement that is going to 
be inserted, I want to say that the income and expense shown on the 
schedule has been taken right off our books except for that portion 
down below representing the reserves for principal losses which is the 
theoretical estimated loss based on the note below. If we were to 
lose 4 percent of every dollar we loaned for production and subsist- 
ence loans, 1 percent for farm ownership, 2 percent for farm housing, 
| percent for water facilities, and 6 percent of the disaster loans, we 
would lose $6,940,000 a year which produces a net loss for the year 
of $18,700,000. Considering $30 million administrative expense, this 
means that the interest pays the principal losses plus the interest that 
we have to pay the Treasury, which is 2 percent on the money we 
borrow from them, and 40 percent of the adrhinistrative expenses. 

Mr. Wuirten. Your rate of payment is about 200 percent better 
than was expected when this program was first set up in the Congress. 

Mr. Larrp. | think it is quite a remarkable record. 

Mr. Barnarp. This is the first statement of this kind we have ever 
made and I believe it is a quite accurate estimate. 

(The statement referred to follows:) 

Statement of income and er pense (based on actual operating income and expense and 
estimated reserve for losses on loans during the year) 


Income from operations: 
Interest income: Fiscal year 1952 
Interest payments ; . $19, 379, 918 
Interest on investment 22, 976 
Insured mortgage charges and fees__ 531, 113 
Rent and royalties i 115, 572 
Other income 30, 814 


Total income from operations 20, 080, 393 


Deductions from operating income: 
Administrative expense (paid basis) !_- . 30, 688, 
Grants 118, ¢ 
Interest on notes payable 1, 027, « 
Other expenses , j 8, 


Total deductions from operating income 31, 843; : 
Profit or loss from operations 11, 762, 


Reserves for losses or principal 6, 940, 


Net profit or loss for the year : : 18, 702, 


' $29,699,365 for 1952, $989,359 for 1951 and prior 


Norg.— Reserves for losses on principa] based on following 


Amount | amenities t Amount 


Type of loan loaned | reserve reserve 


Production and subsistence | $110, 000, 000 | $4, 400, 000 
Farm ownership 19, 000, 000 | 190, 000 
Farm housing 19, 000, 000 ‘ 380, 000 
Water facilities 5, 000, 000 50, 000 
Disaster loans 32, 000, 000 j 1, 920, 000 


Total | 6, 940, 000 
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LOAN FUNDS AVAILABLE 


Mr. MarsHauu. Mr. Lasseter, we spent quite a lot of time this 
morning talking about past records. I have criticized some of the 
people who have come from the Department. I feel that the sam 
criticism should be considered as far as you are concerned in you 
statement. You have not paid much, if any, attention to the cost 
of operation on the farm. We are looking at the money amount of 
this loan and we are talking in dollars and cents but our cost of opera- 
tion on the farm has increased approximately 4 times since the 1935 
to 1939 period. While you are asking in terms of dollars and cents, it 
means that you will be helping less families today with that money 
than you would have in 1940. However, from observation, I know 
that the need exists, that there are people today who are seeking 
credit in order to start their farming operations. Particularly is this 
true of young families. The amount of new loans that you have been 
able to make in the last 7 years would indicate extent of the problem 
that you have in maintaining a program that could be considered to 
be of assistance to family-sized farms. 

Mr. Barnarp. You mean the number and total amount of funds 
we have available for new loans? 

Mr. MarsHauu. Yes. I am not talking about additional loans but 
new loans on production and subsistence. 

Mr. Lasserer. Our records show that loans have gone up in size, 
of course; we will insert a table on the matter. 

(The information referred to follows. 


f production and subsistence loan funds 


of funds available for loans to new 
borrowers 


iual loans 


Ay 


Average 
size 


Number Number | 


$91. 000. 000 $36, 158, 745 $4 55 28, 222 $1, 191 

22 846, 625 37, 153, 375 29, 962 O44 

10, OOM 22, 145, 840 52. 84, 37, 935 , 1&8 
O00, OOF °6, 601, 270 " 

10%. 000. ONE 8, 101, 290 > 710 34,3 , 718 

) i 44, 098. 000 3, 907, 000 23. 65 2, 6SO 

O00, OOF 44, 390, 000 5, 610, 000 24, 75 3, 050 


60, O00, OOF 


& 


The major reasons for the decrease in number of new operating loans made 
during recent years are: 

1. Ine eased costs of godds and services essential to farming. The index of pric es 
paid by farmers for all commodities used in production was 191 in 1946 compared 
to 265 in January 1953. In addition to increased costs of commodities, advance- 
ments in mechanization, and other scientific improvements in agriculture, such as 
improved seed varieties, fertilizers, insecticides, etc., have made it necessary for 
farmers to increase their investments in working capital in order to carry on the 
most efficient farming operation 

2. Greater emphasis on adequate financing of applicants. The ability of the 
Farmers’ Home Administration to provide ap plic ants with the financing needed 
to enable them to make the adjustments and improvements for becoming estab- 
lished as successful operators of efficient family-type farms was implemented by 
the passage of Public Law 123 (82d Cong.). 
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3. Greater emphasis on assisting only those applicants who have or can acquire the 
-esources that will enable them to carry on full-time farming operations.— Loans are 
not made to part-time farmers or to applicants solely to meet annual operating 
sxpenses, Unless they are carrying on satisfactory farming operations and are in 

ed of a temporary emergency source of credit. This has resulted in a sharp 
lecline in the number of annual loans. 

Mr. Marswauu. At any time that a disaster strikes a farmer in any 
community, when his credit becomes impaired, often the only source 
that he can rely on for assistance is through the Farmers’ Home Ad- 
ministration. In terms of assistance to the individual, the community, 
the State, and the Nation, there is nothing that provides more stability 
and assists people more than having a program right at hand to tide 
them over this disaster period. I am amazed how long a period of 
time throughout a year, often as many as 8 or 10 months when the 
Farmers’ Home Administration has no money to make these loans for 
production and subsistence purposes. I dare say that in the United 
States today, that county supervisors have enough commendable 
applications on hand from good farm families to use up the money 
that this budget provides almost as soon as it is allocated. 

Mr. Lasserer. We have had a difficult time allocating the money 
between States this year, Mr. Marshall, because some States were 
harder hit and applications greater. 


REDUCTION OF LOAN FUNDS 


Mr. Horan. Mr. Lasseter, what was the basis for the reduction of 
the loan authorization in this instance? 

Mr. Lasserer. Maybe Mr. Farrington can answer that a little 
better. We had a hearing on the so-called Truman budget. Then 
we went before a group in the Department of Agriculture for a rehear- 
ing on that and that group did not recommend any reduction in the 
loan figures, and then it went to the Bureau of the Budget. I 
appeared there again to discuss some reductions. 

J will say, as I have all along, that it was my personal recom- 
mendation that the loan authorization not be reduced. 

The Bureau of the Budget then considered it and I think Mr. 
Farrington was ip on that discussion. He might be able to add some- 
thing to what I have said there. 

Mr. Farrineton. I think, Mr. Chairman, this was commented on 
at page 12 of the Secretary's statement to your committee yesterday. 


The Secretary pointed out that 2% million of the 5 million reduction 
in Farmers’ Home Administration, would be in farm housing loans. 

He said this: “This is generally in keeping with the policy of cur- 
tailing Federal Government housing activities, both urban and rural. 
The remaining 2% million is a decrease in the authorization for pro- 
duction and subsistence loans. This represents reduction of only 2 
percent. It is hoped that this relatively small amount can be absorbed 
through an increase in the number of FHA borrowers who will be able 
to refinance through otber credit sources.” 

These small reductions give added incentives: first, as far as housing 
is concerned, for the applicants to get the money some place else; 
and added incentive in production and subsistence loans for the 
borrower to “‘graduate’’ to some other source of credit. 

Mr. HORAN. You mentioned that in your own statement. I have 
had quite a bit of experience with Farm Credit. I have seen it at 
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work. I never personally borrowed from the Government but | 
take no credit for that. The Farm Credit Administration and 
kindred agencies have a real place in our American life but these loans 
that we are talking about today are made to individuals who cannot 
command other credit facilities. We must get them up into a higher 
bracket as soon as they are financially able and we must do it with 
wise administration so we hurt no one. I assume that is part of the 
philosophy that is involved here. 

Mr. Waurrren. The matter of supervision and observation of these 
folks is a factor that certainly should be considered. In fact, I think 
that the record of repayment here is due largely to the supervision 
of Farmers’ Home Administration in their daily activities and in the 
handling of this money. 

Every dollar that the farmer or this program in my area gets out 
of the bank must be initialed by the supervisor to be sure that money 
goes to the right place. If you let that happen for a few years 
the man gradually begins to kudget for himself. But for a man who 
has not done that for 40 years it does not mean that in 2 or 3 vears he 
will not slide back. We have lots of Negro sharec roppers and lots of 
others who have done wonders under this program. So I do not see 
that it would be wise to push him out from under that supervision 
too fast, especially where he is repaying. 

Another point is that the ones you are going to get rid of are your 
soundest loans. And this is something we should leave with our 
present fine Administrator, rather than unloading the better loans 
and thereby risking the investment and the progress he has attained 
through this program. 

Mr. Horan. It is probably true that geographical factors are 
involved. You mentioned in the deep South that you required more 
supervision down there; that is where your home management advisers 
are and that sort of thing. Of course, I suppose we all tend to judge 
these national matters from the standpoint of what we know back 
home. We tend to talk about international things the same way, in 
terms of our next-door neighbor. Of course, we need to be enlightened 
on some of that. 

Mr. ANDERSEN. We will insert here a comparison of the original 
and revised estimates for loans and salaries and expenses. 

(The information is as follows:) 


Change from 
| 1954 original 
| budget esti- 
} mate 


1954 original | 1954 revised 
budget esti- | budget esti- 
mate mate 


>roiec 1953 (esti- 
a mate) 


Loan authorizations: | 
1. Farm ownership and farm housing loans. | $38,000,000 | $38,000,000 | $35,500,000 | —$2, 500, 000 
2. Production and subsistence loans 120, 000,000 | 120, 000, 000 , 500, 000 | —2, 500, 000 
3. Water facilities loans 6, 000, 000 | 7, 000, 000 | , 000, 000. | 


- | ncaa 
Total loans __164, 000, 000 |__165, 000, 000_ 0, 000, 000 —5, , 000, 000 





Administration of loan, grant, and insured 
mortgage procrams 29, 573, 042 29,685,000 | 27, 885, 000 — 1, 800, 000 
Total available or estimate | 29, 573, 042 29, 685, 27, 885, 000 —1, 800, 000 
Deduct transfer from: Farm tenant-mortgage 
insurance fund | — 283, 000 | 5, — 285,000 . 
Subtotal 29, 340, 042 | , 400, 27, 600, 000 —1, 800, 000 
Reductions pursuant to sees. 411 and 10 ial +9, 958 


Total appropriation = =f 29, 350, 000 | | 








That will conc ne our hearing. Thank you, gentlemen. 





Monpbay, Marcu 30, 1953. 


RURAL ELECTRIFICATION ADMINISTRATION 


WITNESSES 


ROBERT L. FARRINGTON, ACTING DIRECTOR, AGRICULTURAL 
CREDIT SERVICES 

E. C. JOHNSON, SPECIAL ASSISTANT TO THE SECRETARY 

WILLIAM C. WISE, DEPUTY ADMINISTRATOR, REA 

RIGGS SHEPPERD, ASSISTANT ADMINISTRATOR, REA 

ROBERT T. BEALL, EXECUTIVE OFFICER, REA 

EVERETT C. WEITZELL, PROGRAM ANALYST, REA 

GEORGE P. HERZOG, ADMINISTRATIVE OFFICER, REA 

K. WILDE BLACKBURN, ASSOCIATE SOLICITOR, OFFICE OF THE 
SOLICITOR, DEPARTMENT OF AGRICULTURE 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


LoAN AUTHORIZATIONS 


Amounts available for obligation 
1952 actual | 1953 estimate | 1954 estimate 


Authorization to expend from public debt receipts $125, 236, 718 $85, 000, 000 $200, 000, 000 
Prior year balance available (loan authorization from Secre- 
tary of Treasury : 198, 969, 175 117, 774, 364 2, 298, 364 
Total available for obligation 324, 205, 893 202, 774, 364 202, 298, 364 
Balance available in subsequent year (loan authorization 
from Secretary of Treasury) 117, 774, 364 2, 298, 364 —2, 208, 364 


Obligations incurred 206, 431, 529 200, 476, 000 200, 000, 000 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


1. Rural electrification $165, 425,811 | $165, 000, 000 $135, 000, 000 
2. Rural telephone 41, 005, 718 35, 476, 000 65, 000, 000 


Obligations incurred 206, 431, 529 200, 476, 000 200, 000, 000 


Obligations by objects 
16 Investments and loans: 
PORES ccd tek — ‘ _. $206, 431, 529 
Rensitlaticabeids 200, 476, 000 
200, 000, 000 


Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estimate 


Unliquidated obligations, start of year $641, 285, 410 | $612, 501,560 | $587, 977, 560 
Obligations incurred during the year 206, 431,529 | 200, 476, 000 200, 000, 000 


847,716,939 | 812,977,560 | 787,977, 580 
Deduct unliquidated obligations, end of year... . 612, 501,560 | 587,977,560 | 557,977, 560 


Total expenditures_._. » ‘ 235, 215,379 | 225, 000, 000 230, 000, 000 


Expenditures are distributed as follows 
Out of current authorizations - - 


11, 000, 000 12, 000, 000 
Out of prior authorizations 


235, 215, 37% ; 
p \ 214, 000, 000 218, 000, 000 
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SALARIES AND EXPENSES 


imounts available for obligation 


1954 estin 


ropriatio r estimate 285, 000 $8, 287, $9, 000, 
t serents fror 10n-Federal sources 976 2. 2 


bursements from other accounts 755 


r obligation , 297, 731 ’ 980 9, 002, OOK 
timat saving 70, 168 


7, 563 289, GSO 9, 002, 000 


non-Federal sources above are from proceeds of sale of personal property 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


Direct Obligations 
Administration of rural electrification program $6, 630, 650 $6, 067, 265 $5, 990, 265 
Administration of rural telephone program 1, 584, 182 2, 220, 715 3, 009, 735 
Obligations under reimbursements from non-Federal 
sources 1, 976 2,000 | 2, 000 
i 


pons oon | niente 


Total direct obligations 8, 216, 808 8, 289, 980 9, 002, 000 


Obligations Payable Out of Reimbursements From Other 
Accounts 


Administration of rural electrification program , 10, 755 | 


Obligations incurred “ 8, 227, 563 8, 289, 980 


9, 002, 000 


Obligations by objects 


Object classification 1952 actual 1953 estimate | 1954 estimate 


Summary of Personal Services 


otal number of permanent positions 1, 184 
Full-time equivalent of all other positions 5 
4 verage number of all employees 1, 140 | 
A verage salaries and grades 

General schedule grades | 
A verage salary $5, 376 $5, 689 
Average grade iS G8-8.9 


sonal rvice obligations 

Permanent positions ), 440, 851 $6, 393, 885 $6, 946, 727 
Part-time and temporary positions 36, 074 47, 135 56, 130 
Regular pay in excess of 52-week base , 24, 900 26, 718 
Payment above basic rates 8,010 | 8, 110 


Tota! personal service obligations }, 517, 6, 473, 930 7, 037, 685 


Direct Obligations 

Personal services i}, 507, 4 6, 473, 930 7, 037, 685 
rravel , 161, 676 1, 260, 000 1, 374, 077 
rransportation of things 60, 236 67, 000 | 72, 600 
Communication services " 101, 052 115, 500 119, 500 
Rents and utility services 20, 452 20, 000 21, 5&8 
Printing and reproduction 130, 013 123, 000 133, 000 
Other contractual services 83, 721 93, 500 96, 400 

Services performed by other agencies 59, 897 54, 400 54, 400 
Supplies and materials 51, 804 43, 400 47, 650 
Equipment 36, 668 34, 000 36, 600 
Refunds, awards, and indemnities: Awards for employees 

suggestions 315 250 250 
Taxes and assessments 7 3, 518 5, 000 8, 250 
8, 289, 980 9, 002, 000 


Total direct obligations 8, 216, 808 
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Obligations by objects—Continued 





Object classification | 1952 actual | 1953 estimate 1954 estimate 


ligations Payable Out of Reimbursements From Other Accounts 


Personal services os . awaoy sé $10, 261 
Travel Labi Baile abide des euiss : | 494 
Total obligations payable out of reimbursements from | 
other accounts ; 7 10, 755 | 


Obligations incurred_...-----_-- ; 8, 227, 563 | $8, 289, 980 | $9, 002, 000 


Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estimate 


nliquidated obligations, start of year $756. 063 $688, 314 $629, 204 
Obligations incurred during the year ¥ 5b 8, 289, GRO 9, 002, 000 


8, 983, 626 8, 978, 204 9, 631, 204 

Deduct: 
Reimbursable obligations 12, 731 2, 2, 000 
(Adjustment in obligations of prior years ae ia 13, 333 |_. a 
Unliquidated obligations, end of year 688, 314 629, 2% 718, 204 
Obligated balance carried to certified claims account... . _. 935 m 


Total expenditures_.__._- Joes , 268, 313 8, 347 8, 911, 000 


Expenditures are distributed as follows: | 
Out of current authorizations : Ys 7, 541, 785 7, 659, | 8, 282, 000 
Out of prior authorizations : 4 ileal ali 726, 528 688, 629, 000 


Mr. ANDERSEN. We have before us this morning the request for the 
Rural Electrification Administration. First we will insert in the record 
pages 275, 276, 280, 284, 292 through 298, and 301. 

(The pages referred to follow:) 


PURPOSE STATEMENT 


The Rural Electrification Administration was established by Executive Order 
7037 of May 11, 1935, to make loans for the extension of central station electric 
service to unserved rural people. The agency was continued by the Rural 
Electrification Act approved May 20, 1936, and became a part of the Department 
of Agriculture, effective July 1, 1939, under Reorganization Plan II. On October 
28, 1949, the Rural Electrification Act was amended by Public Law 423, 81st 
Congress, to authorize REA to make loans for the purpose of furnishing and 
improving rural telephone services. 

Lone for construction of electric and telephone facilities are self-liquidating 
within a period not to exceed 35 years, and they bear interest at the rate of 2 per- 
cent. Loans to finance wiring installations and electrical and plumbing appliances 
and equipment are also at 2 percent interest but for shorter periods. 

In the electrification program, the principal borrowers of this Administration 
are cooperative associations formed solely for the purpose of making electricity 
available in rural areas. Borrowers are encouraged to plan area coverage pro- 
grams for the expeditious extension of central station service to remaining unserved 
farms and to plan overall operations and maintenance of facilities to serve the 
consumers most effectively and assure maximum security for the Government’s 
loan. Full recognition is given to the accumulated experience and sound finan- 
cial condition of many of the borrowers in encouraging them to develop and carry 
out their own plans of operation. 

In the telephone program, loans are made to both private companies and co- 
operatives for not to exceed 35 years at 2 percent interest. REA works with the 
telephone borrowers in developing sound construction and operating policies, and 
in the development of efficient and economical telephone equipment specifically 
for rural neal. Considerable time and attention must be devoted to working 
directly with borrowers who, for the most part, have had little or no past experi- 


30505—53— pt. 3——19 
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ence in operating efficient up-to-date rural telephone systems. Practical onl, 
equipment or material has ever been developed specifically for rural use; rather 
it has been an adaptation of equipment and materials developed for urban us« 
As telephone borrowers acquire more experience, they will be encouraged to assum: 
increasing responsibilities in the operation of their programs and protection of thx 
Government’s security in the loans made to them. 

The Rural Electrification Administration has no field offices. Relations with 
the borrowers are maintained through offices in Washington and astaff of full-time 
field employees working directly with the borrowers. 

The Rural Electrification Administration on February 28, 1953, had 1,124 full- 
time employees, 849 of whom were in Washington departmental service and the 
balance in the field service. 





Revised 
Authoriza- | budget 
tion, 1953 estimate, 


Loan authorizations | 
Rural electrification... - . ..| 1 $50, 000, 000 | 2 $95, 000, 000 
Rural telephone... 335, 000, 000 50, 000, 000 
Salaries and expenses 8, 287, 980 7, 775, OOO 


‘e was Bf 30 | 152, 775, 000 


! Does not include contingent authorization of $50,000,000. 
3 Does not include proposed contingent authorization of $60,000,000. 
§ Includes contingent authorization of $10,000,000 used in 1953. 


Loan authorizations 


ELECTRIFICATION PROGRAM 


| | 

| Loan authori- | Planned pro- 
zation gram 
| 

| 

| 


Appropriation Act, 1953 (authorization to borrow from Secretary of the 
Treasury) ! 


| 
$50, 000, 000 $165, 000, 000 
Revised budget estimate, 1954 ! 


95, 000, 000 120, 000, 000 


Increase in loan authorization _.........-.- ‘ 2 +-45, 000, 000 —45, 000, 000 





TELEPHONE PROGRAM 








Appropriation Act, 1953 (authorization to borrow from Secretary of the 
Treasury) 3 $35, 000, 000 3 $35, 476, 000 
Revised budget estimate, 1954 ; . 5 50, 000, 000 50, 000, 000 


Increase in loan authorization < +15, 000, 000 +14, 524, 000 


1 Excludes contingent authorizations of $50,000,000 in 1953, and $60,000,000 proposed for 1954. 
2 Includes carryover of prior year balances. 
* Includes contingent authorization of $10,000,000 used in 1953. 


Project statement (on the basis of planned loan programs) 


1 | 
Project 1983 | Inerease (+) | Revised 1954 
’ (estimated) | Aserease (-) (estimated) 
} | 


Loans: 
1. Rural electrification loans - - $165, 425,811 | $165, 000,000 |—$45, 000,000 | $120, 090, 000 
2. Rural telephone program. -_- 41, 005, 718 35, 476,000 | +14, 524, 000 50, 000, 000 


con 206, 431, 529 200, 476,000 | —30, 476, 000 170, 000, 000 
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Salaries and expenses 
\ppropriation Act, 1953__. 7 on aie $8, 290, 000 
Reduction pursuant to sec. 411__-_.- eae . 2, 020 
Adjusted appropriation, 1953, and base for 1954 8, 287, 980 
Revised budget estimate, 1954 ; ‘ia : 7, 775, 000 


Decrease - - - aa 512, 980 
Summary of increases and decreases, 1954 


ecrease in administration of rural electrification program $1, 172, 265 
crease in administration of rural telephone program i + 659, 285 


] 


Project statement 
Increase (+) 1054 


or de- revised 
crease (-—) (estimated) 


1953 


Project (estimated) 


Administration of rural electrification program $6, 630, 650 $6, 067, 265 ~$1, 172, 265 $4, 895, 000 
(a) Loan activities a | (897, 731) (674, 836) 5, 009) (529, 
(6) Engineering activities (2, 284, 355) | (2, 053, 620) , 247) (1, 605 
(c) Operations activities (2, 503, 467) (2, 619, 214)! 472, 735) (2, 146, 4 
d) Auditing activities | (945, 097) (719, 595) i, 274) (613, 33 
Administration of rural telephone program 1, 584, 182 2, 220, 115 59, 285 2, 880, 
a) Loan activities (804, 664) (825, 849) 1, 327 (972, 
(6) Engineering activities . (644, 785) (959, 399) - 280), 264) (1, 239, 6 
(c) Operations activities... (41, 832) (235, 910) +119, 708) (355, 618) 
1) Auditing aetivities__ : | (92, 901) (199, 557) +112, 986) (312, 548) 
obligated balance _-- | 70, 168 | 


Total available or estimate eae “ , 285, 000 | 8, 287, 980 512, 980 7, 775, 000 
Reduction pursuant to sec, 411 " +2, 020 


Total appropriation or estimate a 000 | 8, 200, 000 





STATUS OF PROGRAM 

1952 electrification program 

The REA program continued to make progress during the fiscal year 1952 in the 
extension of electric service to unserved rural people, at the same time giving 
continued attention to the performance of existing facilities which provide electric 
service to nearly four million rural consumers. The specific accomplishments 
during 1952 and the status of the program on June 30 are set forth below. 

Loans approved and advances of loan funds.—In the 12 months ending June 30, 
1952, loans amounted to $165,425,811 and advances of loan funds were 
$227,574,029. Loans in 1952 were made for the following purposes: 


1952 


Loan purpose 


Net amount | Percent 
Distribution systems $102, 366, 930 61.9 
Generating plants sa 22, 779, 511 13.8 


l'ransmission lines | 38, 607, 470 23. 3 
Consumers’ facilities. . - - 1, 671, 900 | 1.0 


Total. ... satenevido amas ‘ int 165, 425, 811 | 100.0 


Consumers connected and miles energized.—In the 12 months ending June 30 
1952, electricity was extended to 222,103 rural consumers, these connections 
being accomplished through the construction of 75,975 miles of electric lines. 
This brought the total number of miles of energized lines operated by REA 
borrowers to 1,210,473 and total consumers to 3,769,426. During the previous 
vear, 295,536 consumers were connected through the construction of 116,162 
miles of line. 
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Loan repayments.—Cumulative principal and interest payments to June 30, 
1952, amounted to $231,092,188 and $130,806,517, respectively. Repayments 
made ahead of schedule amount to $47,912,558, while principal and interest 
payments overdue more than 30 days amounted to $699,140, just over two-tenths 
of 1 percent of the amount due. (This figure does not include interest and prin- 
cipal due in the amount of $42,297 on 2 loans which were foreclosed.) The 
corresponding figures as of June 30, 1951, were: 

Payments: 
Principal - - _- btu : ki , ee . $182, 472, 620 
Interest —_ 113, 450, 195 
tepayments ahead of schedule a 33, 530, 816 
Principal and interest payments overdue more than 30 days- - - 649, 719 
Interest and principal due on foreclosures__- ae 42, 297 


Since debt-service schedules generally provide for a 2- or 5-year deferment 
period after a loan is made, this record of debt-service payments against amounts 
now due is not a full measure of the borrowers’ ability to meet their maximum 
debt-service requirements which will be reached in subsequent years. 


Current electrification program 


Cooperative associations of farmers constitute the principal type of borrower in 
the rural-electrification program. These organizations are operating in areas 
which, prior to 1935, had been considered unprofitable by the private utilities. 
In order for these farmer organizations to be 100 percent successful and the loan 
security properly safeguarded, it is essential that the Rural Electrification Admin- 
istration give attention to many of the varied problems which are constantly 
arising and for which the borrowers must find proper solutions if they are to serve 
their communities. 

Current activities fall into two general categories: First, lending and construction 
activities pointed toward the goal of area coverage and second, loan-servicing 
activities to protect the Government’s interest in outstanding loans. The peak in 
lending and construction activities was reached in fiscal year 1949. However, the 
pressure for loans continues at a high rate. During fiscal year 1952 and the first 
quarter of fiscal 1953, applications were received at about the same rate as loans 
were made. Applications on hand in the Washington office (excluding applications 
in the process of preparation in the field) amounted to $187,115,015 as of December 
26, 1952. 

In loan servicing activities, the peak workload is yet to be reached. The volume 
of outstanding loans stands at nearly $2 billion as of June 30, 1952; 68 percent of 
these loans and 75 percent of the advances were made in the past 6 years. This 
means that the heavy impact of debt-service payments due from borrowers will be 
reached during the next few years because of the 2- to 5-year deferment period on 
principal and interest payments on new loans. Over 1,000 REA borrowers pro- 
vide service to nearly 4 million rural people, operating over 1,200,000 miles of line. 
Over half of these lines in 1953 are over 5 years old and have reached the point 
where it is essential that programs of preventive maintenance be developed in the 
overall planning of operations with borrowers to assure continued reliable service. 

These facts indicate that borrowers have reached the stage where it is essential 
that they must give increasing attention to operating matters and complex oper- 
ating problems if they are to continue to provide adequate service and repay their 
loans as they become due. The scope of current REA relationships with borrowers 
is illustrated by the following: 

Increasing responsibility transferred to borrowers.—The financial condition, 
accumulated experience, and general stability of great numbers of electrification 
borrowers have made it possible for REA to continue to transfer greater responsi- 
bility to them. REA operations are constantly being reassessed to disclose 
possibilities for the further assumption of responsibility by borrowers without 
impairment of loan security. - Such transfer of responsibility must, of course, be 
based upon sound and selective analyses. For example, based upon such analy- 
ses, 634 electric borrowers will be asked to secure audits by certified public- 
accounting firms in fiscal 1953 compared to 261 in fiseal 1952. The number of 
annual operations audits of electric borrowers performed by REA field auditors 
will decline from 639 in fiscal 1952 to an estimated 379 in fiscal 1953. REA’s role 
in technical and construction matters will be greatly reduced as activities carried 
on in this field in the past are transferred to borrowers. Present plans require 
that an estimated 634 borrowers retain the services of a consulting engineer to 
inspect and certify work-order construction, an activity that heretofore has been 
performed by REA field engineers. 
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Loans.—An estimated 11.9 percent of American farms were unelectrified as of 
June 30, 1952. Applications for loans to provide service to these establishments 
involve increasing difficulties as the more sparsely settled sections are reached. 
Applications from the “‘thinner’’ areas require more detailed study of probable 
revenues and operating costs. The problem of high-cost construction complicates 
the extension of service to the remaining unserved rural people. Complex prob- 
ems involving acquisitions are encountered, and construction problems are 
especially difficult in the sparsely settled areas. The problem of adeaqute and 
iependable power supply is great in sparsely settled areas where power sites are 
scaree, transmission distances are long, and consumer density is low. The exten- 
sion of electric service to previously unserved rural people represents only a part 
of the contemplated electrification loan program. Increasing attention must be 
given to the adequacy of service received by the nearly 4 million rural consumers 
already connected. Complex lending and construcion plans must be worked out 
with borrowers for system improvements, rephasing, the provision of additional 
capacity on existing systems, and the assurance of adequate, dependable, and 
economical wholesale power supply. 

During 1953, the loan program will provide for the construction of 40,000 
miles of distribution line to serve 90,000 consumers. 

Construction.—During 1953, it is estimated that there will be approximately 
70,000 miles of distribution line energized, bringing service to 200,000 new con- 
sumers, 4,000 miles of transmission line built, and 130,000 kilowatts of generating 
capacity installed. Construction work in process totaled $523,193,807 at the 
heginning of fiscal 1953. 

Advances.—Advances of loan funds are estimated at $195 million for the fiscal 
year 1953. These advances are expected to reduce the balance of unadvanced 
loans from $538,038,060 at the beginning of fiscal year 1953 to approximately 
$508 million at the end of the year. The amount of unadvanced loans is substantial 
because of the considerable time which elapses between the making of a loan and 
the final advance of funds when construction is completed. This is particularly 
true in the ease of loans for generation and transmission facilities and loans for 
system improvements. These categories accounted for over half of the unadvanced 
funds at the beginning of the fiscal year. 

Operations —With 1,210,473 miles of lines in operation as of June 30, 1952, 
and about one-half of those lines being more than 5 years old, there is continuing 
need for a program of preventive maintenance. Until recently, few borrowers 
have had a systematic program of preventive maintenance in operation and 
consequently there exists on the systems of the borrowers a large amount of 
deferred maintenance. It is planned to encourage borrowers to move forward 
rapidly with systematic maintenance programs in the areas of greatest need. 
The information sent to borrowers concerning the best methods and procedures 
in carrying out this program will be expanded and improved. 

The need for this work is heightened by the current need for farm production. 
Needed levels of farm production, in the face of labor shortages, require adequate 
and reliable electric service which can be supplied only by lines that are properly 
operated and maintained. 

In consequence of intensive work with delinquent borrowers, the amount over- 
due more than 30 days is slightly over two-tenths of 1 percent of the amount due. 
However, during the calendar year 1951, 256 borrowers were operating at an 
accrual deficit. This emphasizes the need for attention and work with borrowers 
in order to prevent substantial delinquencies in later years, when the impact of 
full debt-service payments will be felt. Priority is given to borrowers with im- 
mediate financial and other problems, but other borrowers will be aided as much 
as possible in developing sound operating policies and practices to enable them 
to meet their increasing responsibilities with minimum need for intensive assist- 
ance. Under the reorganization effective July 1, 1952, arrangements for more 
comprehensive borrower planning, coupled with more selective and better inte- 
grated programs of assistance on the part of REA, should make the maximum 
contribution toward minimizing delinquencies and accrual deficits. 


1952 rural telephone program 


The telephone program, during fiscal 1952, approached the stage of major con- 
struction activity with 32 construction projects under way as of June 30, 1952, 
and 65 more well along toward construction. In 1952, the demand continued far 
ahead of REA’s ability to make loans. The growing understanding of the tele- 
phone program has given great impetus to the demand for loans. Only 38.3 per- 
cent of American farms have telephone service of any sort according to the Census 
of Agriculture for 1950. 
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\llocations made During fiscal year 1952, loan allocations were made totaling 


$41,005,718 to 77 borrowers, as compared to allocations of $37,828,500 to 96 bor- 
rowers during fiscal year 1951. The 1952 allocations were made to provide tele- 
phone service to 55,290 new rural subscribers and to improve service to 39,944 
additional rural subscribers. These allocations were made to 35 commercial com- 
panies and 42 cooperatives. Until recently, it has been the practice to make a 
loan allocation to give assurance that a loan will be made if necessary conditions 


are satisfied, such as incorporating, merging existing companies, or signing | 
subscribers. 


After these conditions are satisfied, a loan contract is executed. 
During the fiscal year 1952, loan contracts were executed by the Administrator 
totaling $45,872,218. At the present time, many loan contracts are executed 
simultaneously with the allocation. 

Number and amount of applications on hand.—As of June 30, 1952, REA had 
on hand a total of 489 applications from 42 States and Alaska in the amount of 
$89,101,811. These would provide initial, or improved, service to an estimated 
332,922 rural subscribers. 

The amount of loan applications on hand is not a full measure of the require- 
ments for loan funds. Experience has shown that in some instances the amounts 
requested in loan applications are modest, and represent but minor improvements 
to existing plant without effecting the purpose of the telephone program in 
bringing service to the widest practicable number of rural users as required by the 
telephone amendment to the Rural Electrification Act. Loans of $41,005,718 
made during fiscal year 1952 resulted from loan applications totaling $38,326,921 
_ Complexity of loan appraisal.—The analysis of rural telephone loan applications 
has proven to be much more complex than the analysis of rural electrification loan 
applications. In appraising the requested loan, consideration must often be given 
to refinancing, to relationships with State regulatory bodies, and to the need to 
consider such matters as connecting company agreements in appraising the loan. 
The telephone amendment to the Rural Electrification Act has a specific non- 
duplication provision, which requires additional field work in many cases to sup- 
port a finding. Problems relating to acquisitions are more frequently encountered 
in the telephone program than in the electrification program. 

Virtually every loan application from an existing company requires field 
appraisal to determine the value of the existing plant and that portion usable in 
the proposed system. The loan appraiser, with an engineer, must assist the appli- 
cant in developing a proposed system which will assure maximum availability of 
telephone service in the area. Furthermore, detailed information relating to the 
security of the proposed loan is necessary. This broadly involves examination 
into the character and operating efficiency of the system as bearing on costs and 
revenues, past and prospective; the extent of subscriber interest and ownership; 
the extent to which any surplus will be retained in the system; and an analysis 
of local economic trends. 

Construction.—Construction work in the telephone program started in fiscal 
1951, when 4 projects went into construction. Two of these were completed 
in fiscal 1952, and 30 more construction projects were begun. As of June 30, 1952, 
65 loan contracts had been executed upon which construction had not yet begun. 
Thirty-six of these had completed area coverage designs, which is the first major 
post-loan engineering work leading to construction. 


Current rural-telephone program 


Loans.—A substantial amount of work with applicants who have received 

allocations but have not yet satisfied the conditions will be necessary before a 
loan contract ean be executed. Two hundred and eleven allocations had been 
made at the end of the year, and 163 loan contracts had been signed and executed. 
It is anticipated that 150 additional loan contracts will be executed during fiscal 
year 1953. 
' Applications on hand as of June 30, 1952 totaled $89,101,811 and it is estimated 
that an additional $40 million in applications will be received during fiscal year 
1953 making an estimated total of $129,101,811 in applications for 1953. Of this 
amount, a total of $35,476,000 in loan authorizations is presently available for 
fiscal year 1953. 

Construction.—As of June 30, 1952, 32 borrowers had construction projects 
physically underway. This number is expected to reach 215 during fiscal year 
1953. An estimated 66 construction projects will be completed during fiscal year 
1953, providing new and improved service to approximately 72,000 rural sub- 
seribers on 35,000 miles of line. It is estimated that 13,000 additional miles will 
be completed but not in service by the end of fiscal year 1953. 
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Operations.—During the fiscal year 1953, more attention will have to be given 
to operations matters with which some of the borrowers have had little or no past 
experience. As of June 30, 1952, no systems without previous operating experi- 
ence had completed construction, and the two borrowers which had completed 
construction had considerable experience in the operation of rural telephone 
systems before receiving their REA loans. During 1953, it is anticipated that 
18 cooperatives will complete construction and go into operation for the first time. 
In addition, 48 commercial companies with some operating experience will com- 
plete construction, many of which will encounter operations problems far tran- 
scending anything encountered in the past. These 18 cooperatives and 48 
relatively inexperienced commercial companies represent the real beginning of 
postconstruction operations workload in the telephone program. 

Improvements in administration.—The most outstanding aspect of management 
improvement activities during the past fiscal year was the extensive reorganization 
of REA to meet better the needs and changing requirements of the electric and 
telephone programs and to provide a better integrated and more efficient basis 
for carrying on REA relations with borrowers. Other recent examples of improve- 
ments are (1) development of a new subject-matter classification system for 
classifying REA policies, procedures, and related materials issued for the admin- 
istration and execution of the Agency’s programs; (2) reduction of REA engi- 
neering services in the electric program and transfer of the responsibilities to the 
borrowers; (3) transfer of responsibility to borrowers for large power contracts; 

1) better control over the financial transactions of the Agency and provision for 
expeditiously obtaining financial data relating to both lending and administrative 
activities, with a minimum of time and materials, achieved through development 
of a new chart of accounts which combines under one system all accounting for 
both lending and administrative operations; (5) simplification of the handling of 
loan accounts and a significant reduction in number of statements to borrowers 
through conversion of borrowers’ records from a combined manual and book- 
keeping machine method to punch-card tabulating equipment and standardization 
of methods of computing interest; (6) training supervisors for better management 
through a seminar-type training course conducted during the past year for a 

pilot” group of REA supervisors to help them develop and ke ep § abreast of recent 

developments in the field of administration and supervision; (7) initiation of a 
contractual research program to develop materials and equipment suitable for 
rural telephone systems; (8) improvements in the processing of telephone loan 
applications, and (9) development of a telephone engineering and construction 
manual, 

Statement of obligations under allotments and other funds 


Includes only those amounts which, by Nov. 30, 1952, were actually received or programed for 1953 or 1954. 
Since work for other agencies is performed on a service basis at the request of those agencies and for their 
benefit, it is not practicable to estimate in advance the amounts to be received in most cases] 


Estimated Estimated 
obligations, | obligations, 
1953 1954 


Obligations, 


1952 


Flood prevention, agriculture (Rural Electrification Admin- 
istration): For expenses in connection with planning the 
agricultural phases of the development of Arkansas-W hit« 
Red River, New England-New York areas 

Mutual Security (allocation to agriculture) (Rural Electrifi 
cation Administration): For expenses in connection with 
foreign-trainee program " 

Working funds, agneulture, general (Rural Electrification 
Administration) advanced from Department of State: For | 
expenses incident to foreign-trainee program 

Obligations under reimbursements from governmental and 
other sources: Salaries and expenses 2, 73 2, 2, 000 


Total, obligations under allotments and otber funds. -- -| 23, 486 12, 5 14, 000 
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GENERAL STATEMENT 


Mr. Anpersen. Mr. Farrington, do you have a general statement 
for the committee? 

Mr. Farrincron. With me this morning, Mr. Chairman, is Mr. 
EK. C. Johnson, Special Assistant to the Secretary and Assistant 
Deputy Land Bank Commissioner, who has been designated by the 
Secretary to work with REA pending the appointment of an Admin- 
istrator; also Mr. Wise, Deputy Administrator; Mr. Shepperd, Mr. 
Beall, Mr. Weitzell, Mr. Herzog, Mr. Blackburn, and Mr. Roberts. 

That is all I have now, Mr. Chairman. 

Mr. AnpersEN. Mr. Wise, would you like to make a statement to 
the committee? 

STATISTICAL SUMMARY 


Mr. Wisr. Mr. Chairman and members of the committee, as we 
have done previously, we have prepared a statistical summary of REA 
operations, a copy of which will be distributed to each member of the 
committee. 

Mr. ANDERSEN. Would you like to speak from that? 

Mr. Wiss. If it is satisfactory to the committee. That is the 
procedure we have followed heretofore. 

Mr. AnprersEen. We will include the statistical summary in the 
record at this point. 

(The statement referred to follows:) 


STATISTICAL SUMMARY 


Electrification Loan Program 


June 30,1952 | Mar. 20, 1953 


Applications for loans: Applications on hand $224, 000, 000 | $217, 000, 000 
Loans and advances to date: | 
Loan authorizations, grand total 2, 709, 928,288 | 2,759, 928, 288 


Loan authorization, fiscal year 100, 000, 000 | 35, 000, 000 
Contingent authorization, drawn_............- 4 () (?) 
Carryover_.........< 182, 724, 175 | 117, 298, 364 
Total] loan funds available 282, 724,175 167, 298, 364 

Loans approved, grand total___- 2, 592, 629, 925 2, 674, 664, 582 

Loans, fiscal year (amount) - 165, 425, 811 | 105, 181, 400 
Loans, fiscal year (number). 295 211 
Advances, grand total | 2,054,791,865 | 2, 201, 464, 690 
Advances, fiscal years ie | 227, 574, 029 147, 093, 672 


Percentage distribution (fiscal years) 


| 
1953 (to 
Mar. 20) 
| 





Loans by purpose 

Distribution lines 
New line construction 
Deficiencies dk 
System improvement. . 

Generation 

Transmission 

Office buildings, warehouses, etc 

Acquisitions 

Radio Communication 

Sec. 5 


pee aw RS 
oonma-scuar- 
IwaAOCoCoOrKw 


w 


1 Contingent authorization of $75,000,000 was not used. 
# Contingent authorization of $50,000,000 for 1953 





Electrification 


ystruction progress 
Miles energized 
Consumers connected 
Consumer density 
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construction program 


178, 651. 0 
473, 607.0 


Fiscal year 


1951 


116, 162.0 
295, 536. 0 


75. 975.0 


222, 103. 0 





Cost of distribution line (December): Average per weighted 


mile 


2 $1, 909 | 3 $2, 056 





For typical system with densitv of 2.5 consumers per mile. 
Designed for an average of 90 kilowatt-hours per consumer. 
Designed for an average of 300 kilowatt-hours per consumer. 


NOTE 
in increase of 92 percent over 1940 costs. 
hanges to handle the heavier loads. 


At 1952 costs, a line of 1940 capacity (90 kilowatt-hours 


Status of electrification borrowers 


Number of borrowers 
Cooperatives 
Public utility districts 
Other public bodies 
Commercial companies 


Total 


A verage size of borrowers, June 30: 
Average weighted age (months) 
Consumer density 
Miles per system energized 
Consumers per system energized 
Investment per system energized 
Amount loaned per borrower. 





Operating statistics, calendar years: 
Operating revenues 
Operating expenses 
Net revenue before depreciation 
Net revenue after depreciation 


June 


would cost about $1,380 per average mile, 
The remainder of the increase results from the necessary design 


30, 1951 Dec. 31, 1952 


77.0 

3.1 

1, 190.0 

3, 706. 0 
$2, 020, 444 
$2, 549, 201 


3.1 

1, 124.0 

3, 516.0 
$1, 810, 919 | 

$2, 255, 765 





1952 ! 


304 $325, 000 

72 200, 300, 

3, 805, 906 91, 300 
, 808, 881 | 27, 400, 


000 
000 
000 
000 








Financial status, cumulative to 


Total payments due 

Total payments made 

Total principal paid 

Total interest paid 

Advance payments 

Payments delinquent over 30 days 
Delinquency as percent of amount due 
Number of borrowers delinquent 


1 Estimated. 
2 Not available. 


. 31, 1946 


| $107, 
$126 

$67 
$58, : 


5, 709 
, 602 
229 
9, 373 


Dec, 31, 1952 


. 158 $342, 
$395, 
<= 


869, 607 
266, 943 
$254, 727, 884 
$140, 539, 059 
$52, 470, 962 

$718, 399 
0.2 
45.0 
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Power consumption, costs, and sources 


For calendar years 4 oo : ¢ 1946 


Kilowatt-hour consumption per consumer-.-_. 1, 602 
Cost of energy per kilowatt-hour (cents) -- 0. 89 
Revenue per kilowatt-hour, al] consumers (cents) 3. 654 


Fiscal years 


1949 | 1952 


Kilowatt-hours | Percent 


Sources of power supplies 
Generated and used by borrowers 
from other borrower 


suppliers 


Purchased 
Purchased from non-REA 


Total input-. 


494, 460, 000 
334, 760, 000 
5, 201, 687, 000 


6, 030, 907, 000 


; | 
Kilowatt-hours 


649, 954, 000 


900, 076, 000 | 


9, 85s, 360, 000 


11, 408, 390, 000 
| 


Percent 


7.9 
86. 4 


100. 0 








Sources and costs of all purchased power: 
Commercial companies 
Industrial firms 
Public agencies 
REA cooperatives... 


Total cost 


1949 


1952 


| Percent | 


$30, 681, 0 | 62. 
242, in 
13, 31, 244 | 
5,271,155| 10.6 


100. 0 


49, 506, 630 | 


26.9 | 


$61, 876, 077 
i71, 969 | 
23, 678, 190 
12, 400, 495 


85, 554, 267 


Progress in rural electrification and telephony 


Total farms in United States_. 
Farms electrified 

Percent electrified. 
Farms unelectrified 
Other rural establishments unserved 
Total rural establishments unelectrified. 
Farms with telephones 

Percent with telephones 


| April 1, 1950 


ry 


4, 155, 950 


5, 382, ge 
77.2 | 
“| 


2, 059, 474 
38.3 | 


Percent 


ae ins 
| 


100 


June 30, 1952 


4, 740, 849 
88. 1 

641, 285 
330, 355 
971, 640 
2, 169, 180 
40.3 





program 


March 20, 1953 


Number Amount 


4 pplications on hand 481 $95, O84, 000 


Under consideration 217 38, 781, 000 
Backlog-. ‘ 264 56, 303, 000 


oan fund authorizations, total to date 117, 736, 718 
1953 authorization 25, 000, 000 
1953 contingency authorization 10, 000, 000 
1952 carryover 476, 000 


Total available for 1953 35, 476, 000 


allocations 
lo June 30, 1952 205 82, 260, 71 
1953 fiscal year to Mar. 20 103 1 34, 565, 


Total to date (net) _.-- ‘ ‘ ‘ a be 308 112, 206, 2 


Loan contracts signed: | 
To June 30, 1952_. ae in . ‘ . 162 | 66, 199, 218 
1953 fiscal year to Mar. 20. _- Léteud bdbou | 108 | 2 39, 075, 000 


Total to date (net) __...._-- pos 270 | 103, 778, 218 
Loan contracts executed by borrowers: | 
l'o June 30, 1952 4 soe Semiee ane 99 | 39, 692, 218 
1953 fiscal year to date_....-- iil andra wastage PR EES stad 101 | 3 39, 407, 000 
eat Lee 
Total to date._.-.-- ve ‘ é > | 200 | 77, 900, 218 


Loan funds advanced: | | 
Advances authorized, to June 30, 1952 ; aoa | 30, 818, 000 
Advances authorized, this fiscal year- . i 36, 629, O00 


Total advances authorized to date_-... i he , 67, 447, 000 


Funds advanced, to June 30, 1952.........-- . A bdtite 7, 797, 217 
Funds advanced, this fiscal year. 15, 817, 984 
Total advances to date--. hen ts ot bbbbbndnk ind ‘ 23, 615, 201 


Engineering contracts approved: 
To June 30, 1952 ae 
This fiscal year to date : seine boaeok am 65 


Total to date. ‘ ae leeniiematie 5 abe 15¢€ 


5 
of borrower | 

Sooperatives btn sowwte sii ndbues ‘ | 111 
‘ommercial companies ’ 2 a 113 


Total borrowers firecsnbes i ibartdee | 224 
Subscribers to be served | 
Existing subscribers. i 138, 067 | 
New subscribers 160, 386 





Wetes..i<os witowsttsa aes la ‘ da , L 298, 453 


Loan allocations by purpose: Percent 
New construction 
Improvements 
Acquisitions 
Refinancing 
Working capital 
Other... 


Total... .. pie ood 


1 Net loan allocations for fiscal year 1953 total $29,945,500, with rescissions amounting to $4,619,500 
? Less rescissions in the amount of $1,497,000, 
3 Less rescissions of $1,497,000. 
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TREND IN NUMBER AND VALUE OF LOANS 


Mr. Wise. If I may, I should like to call the attention of the com- 
mittee to some of the significant figures appearing in this summary. 
You will observe generally the size of the construction program con- 
tinues to decline. It should be pointed out that while the total 
aggregate dollar amount of loans is lower the number of loans remains 
about the same. You will note, that 295 loans were made in 1952; 
there have been 211 made so far this fiscal year, and we estimate there 
will be approximately 300 individual loans this year. While there will 
be a considerable decrease in the aggregate dollar amount of the loan 
program for 1954, the same number of loans, it is estimated, will be 
made. 

EMPHASIS ON IMPROVEMENT LOANS 


I might call the attention of the committee to the percentage of 
loans that are going into system improvement. You will observe a 
rather marked increase in the percentage going into system improve- 
ment. You will note the large increase in power consumption on the 
farm. 

It is obvious that the more you increase consumption the more you 
are going to have to heavy-up the system to take care of the increased 
demand on the farms. 

The construction figures indicate a decline in that phase of the 
program, so far as building miles to serve new consumers is concerned. 
The cost average remains about the same as last year, but to construct 
the same number of miles today will cost 92 percent more than it 
would have cost in 1940. 


BORROWERS’ OPERATING REVENUES AND REPAYMENT RECORD 


You will observe that borrowers’ operating revenues increased from 

$35,022,071 in 1941 to $196,717,304 in 1949, and went up to $325 

suites in 1952. The net revenue after depreciation was $27,400,000 
for 1952. 

The statistics indicate the continued rather good financial record of 
borrowers. However, it should be pointed out that the amount 
becoming due on repayments from borrowers will increase very sharply 
during the next few years. That is due to the fact that the construc- 
tion program hit its peak in the years 1948, 1949, and 1950. Under 
the development period which we give borrowers, it will not be until 
3 or 4 years that the peak payments will become due on those loans, so 
continued care will have to be exercised if this record is to be main- 
tained. 

Power consumption, costs and sources are shown in the tabulation. 


DELINQUENCY 


Mr, Larrp, Will you permit an interruption for a question right 
there? 

Mr. Wise. Certainly. 

Mr. Larrp. I would like to know whether the percentage of loan 
delinquency of two-tenths of 1 percent as shown here in the first 
part of that total payment, takes into consideration the total amount 
due and the advance payments in those 2 years? 
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Mr. Wise. The $52,470,962 is the figure representing advance 
payments. 

Mr. Larrp. Does the two-tenths of 1 percent take into consideration 
these advance payments under delinquency as a percent of amount 
due? 

Mr. Wise. No. 

Mr. Larrp. That is the delinquency on the amounts due and does 
not consider the advance payments at all? 

Mr. Wisr. The advance payments are not taken into consideration 
in determining the amount of delinquencies. 

Mr. Larrp. Thank you. 


SUPPLEMENTAL ESTIMATES FOR TRANSFER OF REA FUNDS TO RURAL 
TELEPHONE PROGRAM 


Mr. Horan. I wonder, Mr. Wise, if you would give us a statement 
showing the amount of loans authorized by this committee for the 
last 6 years? 

Also, I wonder if you will explain to us how much of those authoriza- 
tions are not currently allocated, not obligated in any way, and will 
you also indicate what has been done to the rural tele ‘phone projects 
and the amount authorized? Also, show where we have authorized 
loans that were not used, and give us a complete picture of it. 

[ am asking that question because there was considerable confusion 
on the floor of the House, and I might say there was confusion in the 
subcommittee, when we were considering the supplemental bill in 
the Congress about 2 weeks ago. This subcommittee was consider- 
ably embarrassed, because when the supplemental was being con- 
sidered by the Congress, no representation was made to this sub- 
committee whatsoever regarding the need of rural telephone funds. 

Almost overnight, apparently, the demand for $10 million to $15 
million developed. This is a good subcommittee; we are friends of 
yours; and I want to know why somebody had to go over on the Senate 
side for these funds? That has been rather embarrassing to me per- 
sonally, and to otber members of this subcommittee. 

Mr. ANDERSEN. May I answer that? 

The budget request did not come before the committee early 
enough to be included in the supplemental bill that was considered by 
the House. I personally suggested to them that, inasmuch as that 
was the case, they should exercise every possible effort to get it in- 
cluded in the Senate. That is the status of it. We had no oppor- 
tunity to look into it in this subcommittee because of the time element 
involved. 

Mr. Wuirren. It was something that should have come from the 
committee. 

Mr. AnpErsEN. I think that is right. 

Mr. Wuirren. In fact, we are going to demand that it does. I am 
not going to be embarrassed, because I am a friend of the REA and 
of the rural telephone program. 

Mr. Horan. I would like to have Mr. Wise reply also. 

Mr. ANDERSEN. Go ahead, Mr. Wise. 

Mr. Wise. First, I want to say, Congressman, that I am sure all 
of you realize that we consider the members of this committee our 
friends. We appreciate what you have done and I know that you 
have cooperated in the program. 
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So far as the supplemental request is concerned, maybe I had bette: 
refer it to Mr. Roberts, the budget officer of the De ‘partment. 

Mr. Horan. I have talked to Mr. Roberts about it. I want to say 
in complete frankness that I do not like to be embarrassed in this 
manner. And I think you gentlemen understand this is the only 
way that we can work; you know that. We must deal frankly with 
these matters. We have our problems as representatives on this 
subcommittee. 

Mr. ANDERSEN. Go ahead, Mr. Roberts. 

Mr. Roserts. Mr. Horan, this matter was discussed the first 
day that I appeared before the subcommittee on this bill. I mentioned 
at that time only briefly that an estimate had been submitted to the 
Senate. I explained at that time—I believe it is in the record, although 
it may have been off the record 

Mr. Horan. I do not recall it. 

Mr. Roserts. It may have been off the record. 

Mr. Horan. I think you know what I mean, when we decide this 
is something that should come before us, so we can weigh the evidence 
and can apply our judgment to it at the time. 

Mr. Roserts. I think I told you that late in November or early in 
December the REA submitted to the Secretary a proposed estimate 
of $25 million for additional funds for telephone loans in 1953. I con- 
sulted at that time with the Bureau of the Budget and was advised 
that in view of the change of administration nothing would be done 
on the estimate until it was presented to the new administration to 
see what they wished to do. 

The estimate was referred in the Department for review by the 
new administration, although there was some delay in the Department 
at that time in getting a review of the matter. In the meantime, Mr. 
Wickard submitted a proposed revision, reducing the estimate from 
$25 million to $15 million. The Secretary approved the estimate of 
$15 million, as I remember, just a few days before these hearings 
ope ned on this bill, and submitted it to the Bureau of the Budget. 
The first supplemental appropriation bill for 1953 had by that time 
passed the House and was pending in the Senate. 

Mr. ANDERSEN. You are referring to the second supplemental. 

Mr. Roserts. The second supplemental, yes. 

Mr. AnpErRsEN. The first one passed last July. 

Mr. Roserts. I might say that in the meantime the chairman of 
this subcommittee had talked with me at least on two occasions over 
the telephone to see if we could not expedite consideration of the 
estimate and get it to the Hill in time for consideration here. 

That was not possible, however, and when it appeared that we 
might even miss the bil] in the Senate, and if funds were going to be 
made available when they were needed, it seemed to us the advisable 
thing to do. I consulted with the committee staff and pointed out 
that there were two estimates then pending—this one which seemingly 
should be sent to the Senate if we were going to get early considera- 
ion of it, and one for access roads which has since been submitted 
by the Bureau of the Budget to this committee. 

In our discussions we reasoned that it would be well to send the 
REA item to the Senate—and I believe the chairman of the subcom- 
mittee concurred in the decision. We also agreed that by no means 
should the road item be sent to the Senate; that it should come here. 
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I mention the access roads estimate because I want to be sure that 
this committee does not feel that we were trying to circumvent it. 
The determinations on those two items were based entirely on the 
circumstances applicable to each case. 

The need for telephone loan funds was discussed in the Senate at 
the request, I believe, of Senator Young, even before an estimate was 
submitted. It is unfortunate that circumstances developed as they 
did. Certainly it was not my intention, and I am sure not the inten- 
tion of anyone else, to bypass this committee. We have tried to work 
closely with this committee on all matters. We have found this com- 
mittee to be open minded, to support such items for which there is a 
serious need. I assure you it was not the intention to bypass this 
committee in any way. The decision was based on a set of circum- 
stances which indicated that if it did not go to the Senate, funds prob- 
ably would not be made available before the end of this fiscal year. 

Mr. Horan. With reference to the action of the conferees, I think 
it was stated that you had seme $33 million that was unobligated, and 
there was some doubt whether you were going to obligate it. You 
were proposing to obligate for the rural telephone projects out of that 

3 million. 

Now, was that sound, or was it not? Ifit was sound, there shouldn’t 
have been any complaint against it. If it was not sound, why were 
we not told? 

Mr. Roserts. Mr. Chairman, the Department originally submitted 
the budget estimate for a direct increase in the authorization. The 
Bureau of the Budget, upon the examination of the estimate, and on 
examination of available funds, submitted to the Senate a proposal 
that $15 million of electrification funds be made available for telephone 
loans. Their action was predicated on the fact that there had de- 
veloped between $20 million and $30 million of unused electrification 
loan funds. It was estimated that before the end of the year there 
would be over $30 million of such unused funds in the electrification 
loan program. About $30 million of that balance resulted from the 
program of rescission of old loans, which had been set up as commit- 
ments but against which funds had never been advanced. 

In 1951 Mr. Wickard set up a committee to review these old 
balances, and to rescind them where it appeared that loans would not 
be needed. The matter was again reviewed with Mr. Wickard and 
Mr. Wise and his staff last October, and they renewed their efforts to 
get all loan commitments currently not needed cleared out of their 
loan portfolio. 

As a result of those efforts, there was this $30 million which was not 
anticipated heretofore. Similar loan rescissions have been made i 
the past to the extent of some half million dollars to a million dollars 
avear. In view of the fact that these funds were available, the Bureau 
of the Budget recommended to the Senate that they be used rather 
than increase the authorization for telephones. 

Mr. Horan. I am not afraid of loan authorizations, but from the 
budgetary standpoint the ¢onferee’s action was wise if you have 
unobligated funds that can be used. It makes sense to use the money 
that has already been authorized, and to save that much of the tax- 
payers’ obligation; if the money were not obligated that would seem to 
have been wise procedure. 

Was it wise? 
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Mr. Roserts. To the exteat that it did not affect the electrification 
program for 1953, | cannot see that the action was unwise. However, 
if the committee felt that by using for telephone loans that $15 million 
in 1953, which otherwise would have accrued for use in 1954, and that 
by so doing there would have to be an increase in the authorization for 
1954, then perhaps it was unwise. 

Mr. Horan. That is something we are going to determine later, but 
I am talking now about what happened last week. 

Mr. Roperts. So far as 1953 is concerned, I do not believe that it 
was an unwise action. 

Mr. Horan. I am very glad to get that for the record, Mr. Roberts. 
This is one of the unfortunate things which comes up which is ofttimes 
dangerous, so far as Members of Congress are concerned. It is just 
something like this that can be twisted around to misinform people 
in the field. Iam glad to have this statement in the record. 

Mr. AnpersEN. I do not consider the two votes, which were taken 
at the time when I was absent on official business with a member of 
this committee, as having any bearing whatsoever in determining 
whether a man is a friend of the telephone program or the REA 
program, for the reason that anyone who will investigate the action 
on the floor of the House can easily conclude that no one really knew 
what had been proposed or what had transpired. So, Mr. Horan, for 
the record, I do not think that this should be in any way considered 
to be a vote upon which any determination as to a man’s support of 
either program can be determined. 

Mr. Horan. I should like to state that the chairman of the full 
appropriation committee, who was in the conference on this par- 
ticular bill when the bill came up, informed me when I spoke to him 
about this matter that the Senate was firm in its position. 

Mr. AnpersEN. He gave that information to me. 

Mr. Horan. The Senate’s position was that it should be from the 
unexpended authorization, and that if any funds were going to be 
provided for the telephone program, the only manner in which they 
could support the supplemental would be to use some of these unobli- 
gated funds. I do not think that was generally understood on the 
floor. 

Mr. AnperseEN. I am satisfied the entire situation became confused 
to the point where a good many Members did not know what was 
being proposed. Of course, this is simply a matter of opinion, and 
certainly that would not be any indication whatsoever as to whether 
a man was for either program. 

Mr. Wuirrten. I would like to state for the record that the members 
of this subcommittee have been friends of REA, and have supported 
the telephone program and the REA program. I do not think that 
anybody can say they have not. 

So far as any general controversy is concerned, I would like to call 
attention to the fact that the record of those who happen to have been 
in this conference from the House are not the same as those on this 
subcommittee. 

Mr. Horan. I can join with you on that. 

Mr. Wuirren. And I would like to point out further, that the first 
knowledge I had, and so far as I know any other member of the com- 
mittee had, of this conference action for the expanding or enlargement 
of the loan authorization for the telephone program, by the reduction 
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of the loan authorization of the REA program, was when it was re- 
ported to the House floor. 

Furthermore, when that happened, the chairman of this subcom- 
mittee and I went to the chairman of the conferees, and I begged them 
to take this out on their own initiative. 1 did everything | could to 
keep this from becoming an issue on the floor of the House. 

Mr. ANDERSEN. I objected to any reduction in the electrification 
program in order to provide additional telephone loans. 

Mr. Wuirren. I would like to ask Mr. Roberts if this matter of 
rescission of the loans was at any time considered by this subcom- 
mittee prior to the time this controversy came up on the floor of the 
House? 

Mr. Roserts. First, may I make a brief statement off the record? 

Mr. ANDERSEN. Yes. 

(Off-record discussion. ) 


PROGRAM-PLANNING POLICY 


Mr. Wuirren. I want the record to show that if it was mentioned 
that it did not register with me or, as I understand, with other mem- 
bers of the subcommittee. 

Now, the next thing we learned in this controversy had to do with 
the planned program. 

Mr. Wise, in this so-called planned program, what findings do you 
make in determining how much money you are going to lend, regardless 
of the number of applic ations that you have? Do you have a policy of 
asking for more loan authorizations, when the number of applications 
increase? 

LOAN APPLICATIONS TREND 


Mr. Wiser. Congressman Whitten, up until about 2 years ago, the 
amount of the appropriations were sufficiently in excess of what we 
actually loaned during the year, and this was no problem. 

Mr. Wuirren. That was during and subsequent to the period when 
materials were short? 

Mr. Wise. Well, subsequent to that period the amount of loan 
authorizations exceeded the actual loans during the year, and conse- 
quently a rather large carryover of funds was built up. 

About 2 years ago, I believe it was, when the net carryover began to 
decrease, we did explain to you that we had a planned program of a 
certain amount, that we calculated we would make loans of that 
amount during the year. i believe you were the one who devised the 
idea of setting up a contingency fund which would make it possible to 
continue with a lesser appropriation. 

Mr. Wuirren. It depends upon how you look at it, whether you 
are going to be able to maintain the contingency. 

Mr. Wise. That is right. 

Mr. Wuirren. As a matter of fact, in the REA loan program, you 
are now collecting each year about what you have been lending; are 
you not? 

Mr. Wiser. No, we are not quite up to it. 

It will be a few years before we will actually collect as much as will 
be loaned. 

During the fiscal year 1952, the advances were $227,574,029. 
Total payments made through fiscal year 1952 were $361,898,705. 
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» do not have the calendar year figures. Do you have that, Mr 
? Itis my recollection it is somewhere around $40 million during 
year 1952. 

-- Herzoac. The collections in 1952 were $48,619,568. 

*. Wuirren. And the interest? 

*. Herzoa. Interest, $17,356,322. 

*. Wurrren. When will the collections about equal the loans? 
Wise. It will be 4 or 5 years before the collections will be 

to or greater than the amount of the advances. 


QUALIFICATIONS FOR BORROWING 


Wuirren. On these REA loans to rephrase a line, what does 
orrower have to do before the loan can be approved? 

- Wise. Under the terms of the Act, Mr. Whitten, the Adminis- 
r is required to certify that the loan is adequately secured, and 
there is reasonable certainty of its being repaid within the time 
d upon. 

*. Wurrren. He must certify that from the evidence, must he 


‘ Wise. Yes. As the basis for that certification, we have the 


borrower make an application, backed up by a certain amount of 
signed applications for service, plus engineering studies of the cost of 
the project. These figures are analyzed by the loan specialist; the 
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igures are checked by the engineers, and a determination is made 
the feasibility of the project. 

*. Wurrren. All of that must be presented before you can make 
yan? 

*, Wise. Yes. 

'. Wuirren. Is there not some other qualification that the 


applicant must be a cooperative or must be engaged in serving rural 


peopl 
Mi 


e with electricity? What are the requirements along that line? 
*. Wise. The qualification relates to rural areas that are not 


receiving central-station service. 


Mi 


-. Wuirren. There are two qualifications necessary before you 


can make a loan. As a matter of fact, is there any limitation on the 
amount of loan, if they can qualify and they need the service? 
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thorization. You have had enough authorization to exceed the limits 


of fur 


*, Wise. Oh, yes. 

Mr. Wuitrren. Why did you do that? 

Wise. We ran out of funds. 

'. Wuitren. That is the point I am making; if the applications 


. Wise. We made a representation to the Bureau of the Bud- 


Wuirren. As to what you anticipated your needs would 
At any time your applications have exceeded the funds, you 
gone to the Bureau of the Budget and to the Congress to ask 
ditional funds. 

- Wise. I do not think that particular event has occurred 
tly. 

-. Wurrren. You have not come down and asked for a deficiency 
yrization in the last 10 years? 


more than your authorization, you asked for additional au- 


ids loaned. 
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Mr. Wise. Yes. 

Mr. Warrten. And any reduction that you might have in the loan 
funds authorized could lead to your having to come back, with delays 
incident to it, if the applications exceeded the authorization. Is that 
true? 

Mr. Wise. That is right. 

Mr. Wuirten. For the last 4 years, while I was chairman of this 
subcommittee, every member of this subcommittee devoted his effort 
to securing all of the funds needed. We gave you loan authorizations, 
and in the event that was not enough, an additional contingent 
authorization was granted. Is that not true? Have we not given 
you a specific authorization, and in addition a contingent amount in 
the event the first grant was completely used? 

Mr. Wise. That is true. For the last 2 years we did not use the 
contingency amount. 

Mr. Wurrren. With reference to the supplemental request for 
telephone loan funds, it was the Bureau of the Budget that tied strings 
around it; and it was not any action of this subcommittee. 

Mr. Wise. I think it is clear, Mr. Whitten, that this subcommittee 
has never tied strings around it. 

And might I say, Mr. Chairman, in answer to a previous question, 
we went before the Senate committee by request of that committee, 
before any submission had been set up, and on very short notice. 
We were asked to discuss this matter with the committee. 

Mr. Wurrren. I think I am entitled to say, Mr. Chairman, that 
while I was chairman of this committee, we had a fixed policy with 
respect to the REA funds of providing a contingency authorization to 
assure adequate funds to cover all qualified applications. 

Mr. ANDERSEN. That was the policy. We felt that we should 
provide sufficient loan funds to enable them to take care of all the 
applications. That policy proved to be sound, and I am sure that the 
record will show that was the position of this subcommittee. 

Mr. Wuirren. And as a result there have been no delays due to 
the need to get new authorizations through the Congress when funds 
became exhausted. 

Mr. Wise. That is correct. 


LOAN APPLICATIONS PENDING 


Mr. Warrren. Mention has been made of the present program. 
How many loan applications, dollar-wise, have you pending? 

Mr. Wise. In the electrification program as of March 20, 1953, 
we had applications on hand totaling $217 million. 

Mr. Wuirren. What percentage, according to your best informa- 
tion, of the present borrowers have their systems overloaded to the 
point of needing some enlargement of their carrying capacity to meet 
their present needs? 

Mr. Wise. I do not believe we have that broken down. We can 
get it for the record if you desire it. I can state that so far this fiscal 
year about 22 percent of the loans have been for that purpose. 
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LIMITATION ON LENDING AUTHORITY 


Mr. Wuarrren. The lending authority for the coming vear has been 
scaled down. Is that related to any directive or a request received 
by you to scale down the total amount of the requests to be approved? 

Mr. Wise. We had a directive from the Bureau of the Budget in a 
letter dated February 3, requesting, or instructing each agency of the 
Government to make a study of their plans to see if it was possible, 
in an effort to arrive at a balanced budget, to reduce their activities. 

Mr. Wuirren. After you got that directive, you took the position 
that you should scale down the number of requests you had for this 
year—is that the way you arrived at it? 

Mr. Wise. As I understand 

Mr. Wuirren. Actually how much did the Bureau of the Budget 
ask you to scale down the request? 

Mr. Wise. I might say that our specific direction was to see if it 
was possible to extend into future years a part of the program of 
making loans. 

Mr. Wuirren. To roll them ahead, instead of meeting them this 
year? 

Mr. Wise. Yes. 

Mr. Wuirren. The effect of which would be to block the man who 
really needed the money now, and to put a ceiling on the loans. 

Mr. AnpErRSEN. The effect certainly is to delay the borrower. 

Mr. Wise. We had also a selective program already in effect. 

Mr. Wuirren. You mean where the fellow was actually starting 
on a project and had run into some difficulty. 

Now, is this controversy not the result of a ceiling that has been 
established, which is contrary to the policy this committee has had 
of giving you as much lending authority as you need, with additional 
contingency funds, if needed? Is that not a change in the policy 
which has been followed for years? 

In other words, the new policy, instead of letting the loans be based 
on the number of sound applications, is based upon a policy placing a 
limitation upon the loans to be made. 

Mr. Wiser. I should say this, Mr. Chairman, that when we presented 
the request to this committee last year it showed some $165 million 
as the planned program. We had expected that that would take care 
of all the applications which would come in, and that it would meet the 
requirements, but for some reason or other, the applications shot up. 
But we have used the planned figure in an effort not further to 
unbalance the budget, and I would hope that by careful selection there 
will be no borrower substantially harmed. 

Mr. ANnpERSEN. I have always been one of those who has felt that 
we should place loan authorizations in a different category from 
appropriations, because they represent two entirely different methods 
of using public funds. I still hold to the principle that has always 
been followed by this subcommittee, that when we have a job to do, 
such as electrification of the farms of America, the quicker we can get 
the job done, the better. 

It will be more fair to everybody concerned, and I do not see any 
reason why the little fellow out on the end of the line should wait some 
3 additional years, simply to comply with some administrative 
limitation along the line. It is something that should be decided by 
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this committee and the Congress; and as far as I am concerned, there 
are only two things that are going to affect my consideration of this 
particular loan program-—the farmers’ need for assistance and the 
financial soundness of the program. 

Mr. Wise. Mr. Chairman, we have tried to carry out the feeling 
of this committee in that respect. We have classified these loan 
applications into three categories. I might say with respect to the 
$217 million, the figure referred to is the amount of loan applications 
on hand. 

STANDARDS FOR REA LOANS 


Mr. ANDERSEN. Mr. Wise, I would like for you to carefully analyze 
the figures, and give us a precise picture of the real needs, disregarding 
the recommendations that have come from any other source. 

Mr. Horan. Could we also have a little dissertation to explain 
what your standards are. I would like to have a statement regarding 
feasibility in the record so we can understand all the way through 
what you mean by making feasible loans. 

Mr. ANDERSEN. Will you insert such a statement in the record? 

Mr. Wisr. Yes. 


(The information requested follows:) 


STANDARDS FOR RURAL ELECTRIFICATION LOANS 


The Rural Electrification Act of 1936, as amended, authorizes the Administrator 
to make two principal types of rural electrification loans: 

(1) Section 4 authorizes loans to be made for the purpose of financing the con- 
struction and operation of generating plants, electric transmission and distribution 
lines or systems for the furnishing of electric energy to persons in rural areas who 
are not receiving central station source; and 

(2) Section 5 authorizes loans to be made for the purpose of financing the 
wiring of the premises of persons in rural areas and the acquisition and installation 
of electrical and plumbing appliances and equipment. 

These two sections are as follows: 

“Sec. 4. The Administrator is authorized and empowered, from the sums 
hereinbefore authorized, to make loans for rural electrification to persons, corpo- 
rations, States, Territories, and subdivisions and agencies thereof, municipalities, 
peoples’ utility districts and cooperative, nonprofit, or limited-dividend associa- 
tions organized under the laws of any State or Territory of the United States, for 
the purpose of financing the construction and operation of generating plants, 
electric transmission and distribution lines or systems for the furnishing of electric 
energy to persons in rural areas who are not receiving central station service, and 
loans, from funds available under the provisions of sections 3 (d) and 3 (e) but 
without regard to the 10 per centum limitation therein contained, to cooperative 
associations and municipalities for the purpose of enabling said cooperative 
associations and municipalities to the extent that such indebtedness was incurred 
with respect to electric transmission and distribution lines or systems or portions 
thereof serving persons in rural areas, to discharge or refinance long-term debts 
owed by them to the Tennessee Valley Authority on account of loans made or 
credit extended under the terms of the Tennessee Valley Authority Act of 1933, 
as amended: Provided, That the Administrator, in making such loans, shall give 
preference to States, Territories, and subdivisions and agencies thereof, munici- 
palities, peoples’ utility districts, and cooperative, nonprofit, or limited-dividend 
associations, the projects of which comply with the requirements of this Act. 
Such loans shall be on such terms and conditions relating to the expenditure of 
the moneys loaned and the security therefor as the Administrator shall determine 
and may be made payable in whole or in part of the income: Provided further, 
That all such loans shall be self-liquidating within a period of not to exceed thirty- 
five years, and shall bear interest at the rate of 2 per centum per annum; interest 
rates on the unmatured and unpaid balance of any loans made pursuant to this 
section prior to September 21, 1944, shall be adjusted to 2 per centum per annum, 
and the maturity date of any such loans may be readjusted to occur at a date mot 
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beyond thirty-five years from the date of such loan: And provided further, That 
no loan for the construction, operation, or enlargement of any generating plant 
shall be made unless the consent of the State authority having jurisdiction in th« 
premises is first obtained. Loans under this section and section 5 shall not be 
made unless the Administrator finds and certifies that in his judgment the security 
therefor is reasonably adequate and such loan will be repaid within the time agreed. 

Sec. 5. The Administrator is authorized and empowered, from the sums herein- 
before authorized, to make loans for the purpose of financing the wiring of the 
premises of persons in rural areas and the acquisition and installation of electrical 
and plumbing appliances and equipment. Such loans may be made to any of the 
borrowers of funds loaned under the provisions of section 4, or to any person, firm, 
or corporation supplying or installing the said wiring, appliances, or equipment. 
Such loans shall be for such terms, subject to such conditions, and so se cured as 
reasonably to assure repayment thereof, and shall be at a rate of interest of 2 per 
centum per annum; interest rates on the unmatured and unpaid balance of any 
loans made pursuant to this section prior to September 21, 1944, shall be adjusted 
to 2 per centum per annum.” 

In carrying out the provisions of the Rural Electrification Act of 1936, as 
amended, with respect to the self-licuidating requirement of the act, the Agency 
has issued policy bulletins regarding loan feasibility standards. These are sum- 
marized below. 


FEASIBILITY STANDARDS FOR LOANS MADE PURSUANT TO SECTION 4 


General 


(a) Applications for loans under section 4 of the act shall be transmitted to REA 
pursuant to a direction of the board of directors or other proper group requesting 
the loan. 

(b) All material factors entering into the determination of legality and feasibility 
of a proposed loan shall be taken into account in considering applications for 
loans. Illustrative of those factors in respect of applications for loans under 
section 4 are the following: Total estimated cost of construction; miles of line 
to be constructed; consumers to be served; estimated annual gross revenue; 
estimated annual expense; required monthly revenue; operating record, if any; 
an evaluation of the economies of the area proposed to be served; availability of a 
satisfactory source of power; record of debt service payments; as to proposed 
acquisitions, condition and earning record of the properties, estimated cost of 
rehabilitation, and salvage value of material and equipment to be retired; a power 
cost study if the proposed laon is to finance in whole or in part one or more gen- 
erating plants; and similar pertinent information according to the circumstances 
of each proposed loan. 

(c) The determination that a loan made in accordance with section 4 of the 
Rural Electrification Act of 1936, as amended, is self-liquidating and will be repaid 
out of system revenue within the loan period shall be made on the basis of a finding 
that during the period of the loan the consumption of electric energy at the rates 
to be charged will produce estimated revenues and receipts sufficient to cover— 

All expenditures essential to the operation of the system, to maintaining and 
preserving the properties in good repair and working order, and to keeping the 
properties in continuous and adequate operation in order to furnish the consumers 
served with a dependable supply of electric energy; and 

All payments of principal and interest on the Government loans within the 
prescribed loan period. 

The studies on which such findings are based shall be made of the combined 
system as an integrated unit and not merely of each subsequent section that may 
be added from time to time and for which a proposed loan is under consideration. 
Although there can be no definite list of specific requirements which every system 
must meet in order to be found self-liquidating, there are certain economic factors 
that are fundamental to a determination that a proposed loan will be self- 
liquidating. 


Estimated revenues 


(a) The estimated revenue and receipts shall be calculated on the basis of the 
estimated number of consumers that will be served, the estimated kilowatt-hour 
consumption per consumer in the several classes per month, and the proposed 
schedule of retail rates. 

(b) Each loan docket recommending a loan to the Administrator shall contain 
a statement certifying that the kilowatt-hour consumption estimates used as a 
basis for the feasibility study are reasonable of attainment within the years 
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ecified, together with summaries of field appraisals where required and sum- 
aries of any other pertinent studies of energy usage. If a waiver of the field 
ippraisal requirement is obtained, a copy of such waiver shall be included in each 
an docket. 

c) All kilowatt-hour estimates to be used as a basis for loan feasibility studies 
iall be the average monthly consumption by classes of consumers, for a calendar 
ear not more than 10 years from year of loan, and this estimate shall be con- 
lered as the average for the 35-year loan period. In determination of such 
ilowatt-hour estimates consideration shall be given to the most economical plan 
f construction, consistent with feasibility, to provide the system capacity 

necessary to carry the estimated loads, 


Establishment of loan budget 


For the purpose of establishing loan budgets, the estimated construction cost 
of the proposed project shall be determined on the basis of the estimated consumers 
to be served, estimated kilowatt-hour consumption, and the facilities required. 
\ budget shall be prepared for each loan covering all items involved in the cost of 
the project, including construction, fees for professional services, insurance, 
supervision, salaries, and overhead. This budget shall serve as a guide for the 
advancement of loan funds as requisitions are received from the borrower for 
payment of approved expenditures. 

Estimated operating expenditures 

The estimated operating expenditures of the proposed project shall be deter- 
mined on the basis of expenditures that the borrower will have to make during 
the loan period to keep the properties in good repair and working order, and to 
pay the cost of salaries, insurance, taxes, power, rent, and other items essential 
to providing adequate, dependable electric service to the consumers, and to 
make payments of interest and principal on the Government loans when and as 
they become due. For purposes of self-liquidation studies, the estimated aver- 
age annual expenditures of the borrower during the life of the loan shall include 
an estimate of all normal expenses and plant replacements of the borrower to 


the extent that they result in the expenditure of funds by the borrower during 
such period. 


FINAL DETERMINATION OF SELF-LIQUIDATION OF PROPOSED LOAN 


The final determination of whether a proposed loan is self-liquidating and will 
be repaid out of system revenue during the period of the loan shall be based on 
a comparison of the estimated annual revenues with the estimated annual expendi- 
tures as shown by the above studies. A surplus of estimated revenue over the 
expenditures, reasonable under all the circumstances of the case, will constitute 
a basis for a finding that the loan would be self-liquidating and may be con- 
sidered for final action. 

Following the examination of applications, loans may be recommended to the 
Administrator provided the application meets all applicable requirements. A 
recommendation to the Administrator for the making of a loan shall consist of a 
docket summarizing the pertinent facts to support the conclusion that the 
security for the loan would be reasonably adequate and such loan would be repaid 
within the time agreed. Before any loan is made a certificate shall be executed 
by the Administrator to the effect that he finds and certifies that in his judgment 
the security for the loan is reasonably adequate and such loan will be repaid 
within the time agreed. 


LOAN APPLICATIONS INVOLVING ACQUISITIONS 


(a) REA does not make loans to finance acquisitions merely for the purpose of 
enlarging the borrowers’ system or activities. Acquisitions will be financed only 
if the acquired facilities, as part of an integrated system, are a means of service 
to persons'in rural areas who are not receiving central station service. Acquisition 
loans may be made to cover the amount of the purchase price, necessary rehabili- 
tation and integration of the acquired facilities, and the new construction necessary 
to provide adequate service to the unserved consumers dependent on the facilities. 

(b) The docket accompanying the recommendation to the Administrator for 
the making of an acquisition loan shall contain, in addition to the data contained 
in all loan dockets, pertinent evidence to support the conclusion that the proposed 
acquisition is in fact incidental and contributory to the larger purpose of providing 
service to unserved persons in rural areas or otherwise in accordance with the 
statutory purpose. 
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GENERATION LOANS AND TRANSMISSION LOANS 


Loans to finance the initial construction of generation facilities and transmission 
facilities will be made only under the following conditions: 

(a) Where no adequate and dependable source of power is available in the area 
to meet the borrower’s needs: or 

(6) Where the rates offered by existing power sources would result in a higher 
cost of power to the borrowers than the cost from facilities financed by REA. 


ADVANCE OF LOAN FUNDS 


Funds are advanced on account of a loan only in accordance with the estab- 
lished loan budget and on the basis of a properly executed requisition. Such funds 
advanced must be deposited only in a depository approved by REA. Original 
receipts or other acceptable evidence of disbursement by borrowers of loan funds 
for proper purposes shall be examined by authorized representatives of REA. 
Periodic reports showing the status of funds advanced shall be submitted as 
requested by the Administrator. 


FEASIBILITY STANDARDS FOR LOANS MADE PURSUANT TO SECTION 5 


General 


(a) Loans under section 5 of the Rural Electrification Act of 1936, as amended, 
shall be solely for the purpose of financing equipment, appliances, and installations 
for consumers rece iving electric service from or to be served by borrowers which 
have received section 4 loans. Section 5 loans are made to borrowers for relending 
by them to their consumers. Such loans are secured by consumer notes endorsed 
by dealers on a recourse basis as well as by the general assets of the borrower. 
(6) Section 5 loans shall be made only to borrowers that have received loans 
under section 4, except where the borrower involved is not authorized, under 
applicable State law, to finance consumers’ equipment. In instances where the 
borrower is not so authorized, loans will be made to any person, firm, or corpora- 
tion supplying or installing wiring, appliances, or equipment, as specifically 
approved by the Administrator. 
(c) The types of equipment, appliances, and installations that may be financed 
by loans made pursuant to section 5 shall be specified from time to time by the 
Administrator. 


Consideration of applications for section 5 loans 


(a) Before any loan is made, an application therefor must be prepared and 
submitted by the prospective borrower. Applications must indicate, among 
other things, the total amount of loan requested, the purposes for which the 
proposed loan will be used; and the estimated number of consumers to partici- 
se in the proceeds of the loan in respect of each such purpose, and must contain 

a resolution of the board of directors establishing a credit committee and stating 
its duties and responsibilities. 

(b) Following examination of applications for loans, reeommendations for loans 
may be made to the Administrator on the basis thereof provided they meet all 
requirements of the law. A recommendation to the Administrator for the mak- 
ing of a loan shall be accompanied by a docket summarizing the pertinent facts 
to support the conelusion that the security for the loan would be reasonably 
adequate and such loan would be repaid within the time agreed. Before any 
loan is made, a certificate shall be executed by the Administrator to the effect 
that he finds and certifies that in his judgment the security for the loan is reason- 
ably adequate and such loan will be repaid within the time agreed. A budget 
shall be prepared in connection with loans showing the purposes for which made. 


Terms and conditions 


(a) Loans to consumers by borrowers shall be made in accordance with the 
following terms and conditions. 

1. The minimum amount of any such loan shall not be less than $10. 

2. The maximum amount of any such loans to one consumer borrower outstand- 
ing at any one time shall not exceed $1,000 unless the REA borrower receives 
prior approval from REA for a larger amount. 

3. It is reeommended that the down payment on equipment to be financed be 
20 percent of the installed price, but in no event less than 10 percent of the 
installed price. 

4, The repayment period for such loans shall not exceed 5 years. 





1165 


5. Repayments on such loans may be on a monthly, quarterly, semiannual, or 
annual basis. 

b) These terms and conditions are subject to regulations of the Federal Reserve 
Board and other agencies governing consumer financing and credit transactions. 


SUPPLEMENTAL ESTIMATES FOR TRANSFER OF REA LOAN FUNDS TO 
RURAL TELEPHONE LOANS 


Mr. Wuirren. In my years in the Congress I have never hesitated 
to make a fight for agricultural appropriations, and agriculture 
generally; and as far as the members of this subcommittee are con- 
cerned, that has been their attitude. And I have paid no attention 
to which party was in power. I have carried on what I thought was a 
program for sound agriculture. 

I have never heard of a bank trying to reduce its administrative 
expenses by first cutting out its best loans, or cutting them down. 
| am as strong a believer in balancing the budget as any other man, and 
[ believe I have gone just about as far as any Member of Congress in 
trying to do that, but when the record shows that the Department of 
Agriculture is running on 30 percent less money, and 38 percent less 
people than it had in 1940, when every other department of the 
Government is running on an average of 300 percent more than 1940, 
| feel that we should balance the budget in the departments that have 
unbalanced it; not Agriculture. 

Mr. Horan. Amen. 

Mr. Marsuat.. As I see it there is a vast difference between loan 
authorization and what we might term to be direct appropriation, 
and that it is entirely false economy to cut down on loan authoriza- 
tions for such programs as the REA, which adds tremendously to the 
earning power of the country. To me that just does not quite add 
up. And I do feel, Mr. Wise, that this committee wants the actual 
situation as it exists in the REA, regardless of what the Bureau of 
the Budget may have told you or your organization. If there is any 
conflict, and there may not be, certainly we want the true picture from 
you. 

Mr. ANDERSEN. Mr. Marshall, when the action was taken on the 
floor the other day you and I were absent on an inspection tour which 
had been arranged previously. And am I correct in assuming that 
you also felt that it was not in accordance with good business methods 
that they take from one loan fund in order to give to another? 

Mr. Marsuauu. Had I been on the floor of the House, I would 
most heartily have supported Mr. Whitten’s position in presenting the 
amendment which he made to the second deficiency appropriation 
bill. 

Mr. Horan. Certainly I agree with my colleague from Mississippi, 
that the Department of Agric ‘ulture, fiscally speaking, i is probably in 
better shape than any other department of Government. 1 want to do 
everything I can to serve agriculture. My service on this subcom- 
mittee is to try to help bring in a lasting, sound program, and one 
that will realize full value for every dollar appropriated. And in doing 
that we have usually had the conscientious assistance of the men who 
make up the Department of Agriculture. When they come before us 
and tell me that the action of the conferees was wise, in the light of the 
circumstances, who am I to question their position? Ralph Roberts, 
the Budget Director of the Department of Agriculture, came to me 
and said that the action in his judgment was wise, knowing at that 
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time that these gentlemen would be before us the following week at 

which time we would go into this thing fully. When we know that 
we have to measure out the money to run the Department, and that 
by transfer of funds that were already authorized, that it would do 
something in the direction of helping to prevent insolvency of the 
Nation, I cannot be too much disappointed when he tells me what has 
been done. 

Mr. Warrren. I can understand how Mr. Horan feels, but when the 
spokesman for the REA says that the loan authorization is not fixed 
but is based on a directive of the Bureau of the Budget, and that ther 
is a plan to restrict the number of loans over a given period of tim: 
it is in contravention of a fixed policy of this subcommittee. 

And the action of the Senate took away from the electrification loan 
authorization about $15 million that was going into the present fiscal 
vear and gave it to another program; and that was not satisfactory 
to me. 

Mr. MarsHauu. I was absent at the time this appropriation was 
up on the floor of the House. I had made arrangements to go on a 
business trip for this committee. Matters come before this subcom- 
mittee that are far reaching and for which this committee appropriates 
funds. It is only by an on-the-ground investigation that a member 
of this committee can determine in some instances whether funds are 
wisely spent or not. The trips that we took related to the appropria- 
tions that are presented before this subcommittee. 

Mr. Anprersen. Mr. Marshall, as an illustration of that, I think the 
examination of the Eastern Laboratory at Philadelphia convinced us 
that they were making a worthwhile contribution to the solution of 
the problem of excess of lard and other animal fats. I personally was 
very much pleased with its accomplishments. It is through such 
observations that we are really able to get knowledge that is required 
in passing on the appropriations. 

Mr. Wurrren. The committee is very glad you gentlemen also were 
able to visit several terminal markets and supply information to the 
committee as to the tremendous variation between prices the farmers 
are getting and the prices the consumers pay. I do not know of 
anything that will contribute more to a sound agricultural program 
than figuring out some way to lessen that margin. 

Mr. MarswHaty. Every matter discussed and viewed on this trip 
has a direct bearing upon the request for funds before this committee. 
We saw the operation of the fruit and vegetable markets at Philadel- 
phia and New York. We saw much w orthwhile work bei ‘ing done in 
finding new uses for animal fats at the eastern laboratory, and saw 
examples of the progress made in dehydrating foods and improvement 
of agricultural products such as honey and sirup. 

We saw with interest the progress being made on another labora- 
tory to find ways and means of preventing and curing diseases which 
endanger the livestock of this country. The work on foot-and-mouth 
disease alone as it affects our livestock is most important. 

Mr. Larrp. Mr. Chairman, in reference to the action taken on the 
second supplemental appropriations bill by the Senate and the House, 
[ would like to state my position on the report of the committee of 
conference. The conferees on this bill, which include from the House 
of Representatives, Representatives John Taber, Richard B. Wiggles- 
worth, Cliff Clevenger, Fred E. Busbey, Clarence Cannon, John J. 
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Rooney, and John E. Fogarty, agreed with the position of the Senate 
that funds should be transferred from the anticipated unspent author- 
izations for REA electrical loans. Their report recommended an 
authorization of $10,000,000 to-the REA telephone program made 
from funds transferred from the REA electrical program. 

Mr. Ralph Roberts, the Budget Director of the Department of 
Agriculture, has stated before this subcommittee that in his judgment 
the action of transferring from electrical authorizations to telephone 
authorizations was wise for the fiscal year 1953. 

With your permission, Mr. Chairman, I would like to insert the 
letter Mr. Ralph Roberts wrote to the Hon. John Taber, chairman, 
Committee on Appropriations, dated March 18, 1953. 

DEPARTMENT OF AGRICULTURE, 
March 18, 1958. 
Hon. Jonn TaBEr, 
Chairman, Committee on Appropriations, House of Representatives, 


Dear Mr. Taser: This will confirm information given you during our tele- 
phone conversation this afternoon regarding the current status of loan funds 
available in the Rural Electrification Administration. 

Funds available in the current fiseal year for electrification loans, including 
balances carried forward as well as the current authorization carried in the 1953 
Agricultural Appropriation Act, total $197,298,000. Inasmuch as a loan program 
of $165 million was planned and approved by the Congress for the fiscal year 1953, 
there will be an unused balance of $32,298,000 in loan funds as of June 30, 1953. 
If the Congress approves language inserted by the Senate in the second supple- 
mental appropriation bill, 1953, $15 million of these funds will be transferred for 
additional telephone loans to be made, between now and June 30. Accordingly, 
the transfer will not have the effect of reducing the electrification loan program in 
fiscal year 1953. 

Sincerely yours, 
Raten Roperts, Budget Officer. 

In view of the position of the Senate, it would seem to me that the 
only manner in which additional funds could be made available to 
the REA telephone program for the last 4 months of fiscal year 1953 
was to make this transfer effective. It was my understanding that 
the REA was holding up approval on several telephone loan applica- 
tions because funds were not available. It seemed to me regrettable 
that, if this was the case, the House did not go along and adopt the 
report of the conferees, which provided for $10,000,000 in additional 
funds in fiscal year 1953. 

The whole program as to electrification loans and telephone loans 
will be reviewed by this committee for fiscal year 1954 and I am sure 
that it is the intent of this committee to provide all necessary loan 
funds which are needed to make this program effective during the 
coming year. 

It has been the policy of the House Appropriations Committee, 
throughout this year in the two supplemental appropriation bills 
which have been considered, to use up all unexpended balances before 
new authorizations for spending are granted. This has been done 
with the Defense Department, the Mutual Security Administration, 
and other departments making requests, who have had unexpended 
authorizations on hand. This is in keeping with sound budgetary 
practices and is in agreement with the recommendations of the Byrd 
committee. 

This matter now will have to be decided at the time the third 
supplemental bill or first deficiency bill is up for consideration. 
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RATE OF FUND UTILIZATION 


Mr. Horan. Mr. Roberts, when we talked earlier about contingency 
authorizations, of which I am very: much in favor, your explanation 
was that on June 30, 1952, there was a contingency authorization of 
$75 million. Will you explain the use of this authorization? 

Mr. Rogperrs. The contingency authorization in past years has 
been considered by the Department as an authorization made available 
to the Department for getting funds into those States which did not 
have adequate funds under the geographic formula set out in the REA 
Act. We have not used it unless it was found necessary to do that in 
our work, and we have not increased the total loan program by using it. 

Mr. Horan. This committee has been quite liberal. Now, the 
men in charge of administering the REA have tried to keep well 
ahead of the authorization that has been made in respect to the 
telephone program, and we have even authorized contingency loans, 
which have not even been used. I want to be sure of this, since 
the question has been raised here as to why we did not use this $75 
million that this committee authorized. 

Mr. Hunter. May I say, Mr. Chairman, that I recall Mr. Roberts’ 
statement when the subject was first brought up, that one of the 
things holding back the program was the lac k of proper and adequate 
personnel to carry out the program, particularly from the engineering 
standpoint; that there was money; but there was not the technical 
skill available to permit complete use of the funds in an effective and 
proper manner. 

Mr. Roserts. I believe you have reference to the telephone 
program, Mr. Hunter, rather than the electrification program. 
There has been some difficulty in getting competent engineers for the 
telephone program, and that is a factor which must be considered 
in determining the rate of acceleration of that program. I do not 
think that is true, however, with respect to the electrification loan 
program. 

Mr. ANDERSEN. Suppose we let Mr. Wise continue his general 
statement. 

Mr. Wise. I would like to go back to the point, Mr. Chairman, that 
in the attempt to carry out the policies of this committee, we have set 
up three criteria for the approval of applications: 

One is for the people already receiving service. We feel it is our 
responsibility to take care of the additional need of existing consumers 
by providing more power and heavier lines to carry the “load where 
service has already been provided. 

The second category includes the people who are not now receiving 
service, such as the fellow at the end of the line you spoke about, who 
are able to qualify. 

And third, loans which would result in savings in the cost of power 
but would not be getting service to any new people. 


EXTENT OF RURAL ELECTRIFICATION 


Mr. ANDERSEN. What is the number of farms now electrified? 

Mr. Wise. As of June 30, 1952, we show an estimated number of 
4,740,849. 

Mr. ANDERSEN. What is the percentage of the total? 
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Mr. Wise. That is 88.1 percent of the total. 

Mr. ANDERSEN. That is, of the farms in America which are entitled 
to benefits of the program? 

Mr. Wise. That is the total number of farms electrified. 

Mr. ANpERSEN. What is the number of cooperatives making loans 
from the REA at this time? 

Mr. Wiser. 986. 

Mr. ANDERSEN. How many loan applications do you have on hand 
as of last June 30? 

Mr. Wise. The amount was $224 million. 

Mr. ANDERSEN. But how many loans does that represent? 

Mr. Wise. I do not have that broken down by numbers, Mr. 
Chairman. 

Mr. ANpeRSEN. Will you insert that in the record? 

Mr. Wise. We will try to get it, Mr. Chairman. 

(The information requested follows: ) 

Although records are no longer available to provide an exact figure, it is esti- 


mated that the $224 million of applications on hand June 30, 1952, represented 
about 320 loan applications. 


LOAN APPLICATIONS FORECAST 


Mr. ANDERSEN. How many loan applications do you expect to 
dispose of in fiscal year 1953, and what is the amount involved? 

Mr. Wise. Total loans for fiscal 1953 will be $165 million. That 
sum includes some of the $224 million. We have no way of knowing 
how much of the $224 million represents actual, feasible loans until a 
loan study has been made. We plan to lend $165 million in the fiscal 


year 1953. 

Mr. ANDERSEN. Representing how many individual loans? 

Mr. Wise. About 300. 

Mr. ANDERSEN. Can you give the same figure as to what you 
expect in the line of applications for fiscal 1954? Is there any way of 
anticipating that? 

Mr. Wise. Not with any degree of certainty, no. However, in 
1954, our budget submission calls for a lending program of $120 
million for the electrification program, which will require a new loan 
authorization of $95 million. 

Mr. ANperRsEN. That means that you have $30 million on hand 
available for that as of June 30, 1953? 

Mr. Wise. We estimate there will be $32,298,364 carried over 
into 1954. 

Mr. ANDERSEN. What will be the carryover into 1955? 

Mr. Wise. With a program of $120 million we will have $7,298,364, 
carryover, at the end of 1954. 


ANNUAL CARRYOVER IN LOAN AUTHORIZATIONS 


Mr. Horan. May we have the carryover for the past 8 ye 
year by year? 

Mr. Wise. For the last vear it was $117 million. 

Mr. ANDERSEN. Can you place that in the record? 

Mr. Wise. Yes. 

(The information requested follows:) 
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CONTINGENCY LOAN AUTHORIZATION 


Mr. Wise. In order to make possible the loan program of $120 
million, there will be required a contingency loan authorization of 
$60 million, which was included in the budget submission. The 
reason for that, we might explain, is the requirement of section 3 (c) of 
our act, which I think I should read into the record: It states (49 Stat. 
1364): 

Fifty per centum of the annual sums herein made available or appropriated for 
the purposes of this Act, shall be allotted yearly by the Administrator for loans in 
the several States in the proportion which the number of their farms not then 
receiving central station electric service bears to the total number of farms of the 
United States not then receiving such service. The Administrator shall, within 
ninety days after the beginning of each fiscal year, determine for each State and 
for the United States the number of farms not then receiving such service. 

In order to take care of such amounts as planned for 1954, with a 
total program of $120 million, we estimate there would be required 
$60 million of contingent loan authorization. That also involves a 
suggested change in the contingency loan authorization language, 
which appears in the budget submission. Otherwise the funds 
available might be inadequate for some of the States. 

Mr. Wuirren. That change of language would be from 10 percent 

» 20 percent; is that correct? 

Mr. Wisz. In the application of the contingency fund, under this 
change in language, the formula would not be applicable; but not more 
than 20 percent ‘of the contingency authorization could be loaned to 
any one State, and the purpose of that is in line with the general idea 
of the State formula. 

Mr. Larrp. You stated that without such a formula some of the 
farms would not be serviced? 

Mr. Wise. Without the contingency authorization. 


LOAN-DISTRIBUTION FORMULA FOR REGULAR AUTHORIZATIONS 


Mr. Wuirren. In the absence of this provision, under your regular 
formula, what is the limit; what does your regulation authorize? 

Mr. Wiser. The authorization is divided into two categories. One 
is that 50 percent of the total funds authorized may be allocated by 
the Administrator as he sees fit, but not more than 10 percent for 
any one State or all the Territories. 

The other 50 percent is governed by the portion of the act I just 
read, which requires that it must be allocated among the States in 
the proportion that the number of farms in the particular State not 
then receiving central station electric service, bears to the total number 
of farms of the United States not receiving central station electric 
service. 

Mr. Larrp. Will you tell us what will be the situation next year? 

Mr. Wise. At the end of next year, under this formula, with the 
$127 million, plus, there will be approximately $8 million frozen by 
the formula. In other words, we will have to set aside money for 
States such as Massachusetts and Connecticut, where they do not 
have a program or do not use all the funds they are entitled to. 

There will be a carryover of some $7 million. 
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TELEPHONE LOANS 


Mr. Anpersen. Will you tell us the status of the telephone 
program? 

Mr. Wise. Yes. We are asking for $50 million for next year, 
which would be $15 million more than we have this year. 

Mr. Anpersen. How may loan applications will be pending July 
1, 1953, in the telephone program? 

Mr. Wise. We now have $95,084,000. 

Mr. ANperseN. How many do you anticipate adding between now 
and July 1? 

Mr. Wiser. It is not possible to anticipate that. 

Mr. AnpreRSEN. How many do you estimate, based on your pre- 
vious experience? There is more or less of a curve established, is 
there not? 

Mr. Wiser. I might say, several million dollars. 

Mr. ANDERSEN. You would say then you will have applications of 
approximately $110 million by July 1? 

Mr. Wise. I would guess somewhere between $100 million and 
$110 million. 

Mr. Anpersen. How much are you asking in the budget to take 
care of that? 

Mr. Wise. $50 million. 

Mr. Anpversen. Do you contemplate that the $50 million will take 
care of the situation? 

Mr. Wise. Well, I think it is highly desirable that we consider 
establishing a firm level of loan authorizations from 1 year to the next. 
That is a matter for the Congress and the executive branch to deter- 
mine, in view of the over-all budget situation; that is, the rate they 
want us to proceed and do this job. I think it would be a mistake, 
from the standpoint of building up an organization, to have an irregu- 
lar loan program. How much it should be is something that must be 
determined by the Congress, of course, after giving consideration to all 
the problems which vou gentlemen have to deal with. 

Mr. ANDERSEN. That sounds like good business. 

Mr. Hunter, I do not see in the justifications any statement giving 
a breakdown by States of the allocation of loan funds. Would it be 
possible to have such a statement supplied for the record? 

Mr. Wiser. Yes. Do you want it for the electrification program? 

Mr. Hunter. Both electrification and telephone. 

Mr. Wise. Yes. 

Mr. Werrze.u. I have the latest statistics for both the electrifica- 
tion and telephone programs, which I can supply each member of 
the committee, and also for the record, if it is so desired. 

Mr. ANpERSEN. The data should be of interest and we will insert 
it at this point. 

(The information requested follows: ) 
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Electric loan program 


{Loans approved, cumulative totals, recissions deducted] 


Borrowers ! (number) 


Total loans approved 














Area? 
a oe me June 30, 1952 
| 
United States.............- 1, 080 1,081 | $2, 502, 629, 925 
sbama aes 27 | 27 64, 337, 649 
zona vegeuesitus aa 10 10 16, 527, 906 
({rkansas 21 21 81, 460, 562 
lifornia 9 9 12, 144, 178 
Colorado 23 23 54, 115, 976 
Connecticut 0 0 | 0 
sware 1 | l 4, 252, 000 
Florida 17 | 17 33, 607, 600 
regia 46 46 85, 600, 330 
ho 10 10 | 13, 842, 315 
10is 28 28 78, 638, 717 
liana 47 47 
lowa 56 57 
Kansas 37 37 
ntucky ‘ 28 28 | 
Louisiana _ basouen . 19 19 | 
Maine 5 5 
faryland 2 2 
Massachusetts - - 0 0 
Michigan 15 15 
Minnesota 53 53 
Mississippi 27 27 
Missouri 49 | 49 
Montana | 25 | 25 
Nebraska 36 | 36 
Nevada 2 | 2 
New Hampshire _. 2 2 
New Jersey 2 2 
New Mexico 18 | 18 
New York 7 7 
North Carolina 38 38 
North Dakota 25 25 | 
) 29 29 
Oklahoma 28 28 | 
Oregon 17 | 17 | 
Pennsylvania. - 13 | 13 
Rhode Island 0} 0 
South Carolina . 28 | 28 
South Dakota_.- . eid 34 | 34 
Tennessee 33 | 33 
lexas 98 | 98 
Utah 8 | & 
Vermont 3 | 3 
Virginia 22 | 22 | 
Washington 24 | 24 | 
West Virginia... 2 2 | 
Wisconsin 31 31 
W yoming oe | 16 | 16 | 
Alaska ; 7 | 7 | 91, 
Virgin Islands | 1 1 432, 000 
Puasa nk cs ccdveecdinedeacduncseunbonde 1 | 1 | 6, 376, 000 
| 








Dec. 31, 1952 


$2, 668, 046, 121 


64, 537, 649 
16, 627, 906 
84, 683, 562 
12, 144, 178 
56, 472, 536 


4, 
35, 
86, 747, 330 
15, 097, 315 
79, 


129, ¢ 


84, 3 








41, 405, 038 
2, 128, 800 
14, 234, 500 
0 

51, 524, 515 
133, 063, 501 
79, 620, 432 
203, 766, 324 
39, 143, 997 
92, 952, 858 
364, 000 
561, 000 
1, 236, 200 
59, 907, 413 

5, 514, 618 

| 87, 171, 268 
98, 667, 741 

53, 079, 494 

104, 989, 311 

| 30, 520, 572 
29, 389, 078 
0 

| 60, 415, 769 
77, 976, 680 

85, 872, 323 
199, 041, 459 
14, 641, 107 
| 3, 656, 000 
| 71, 653, 668 
33, 263, 875 

1, 627, 000 

93, 292, 712 

25, 325, 707 

19, 006, 000 

432, 000 

6, 376, 000 


a 





1 Both columns include 34 borrowers with loans for refrigeration facilities only. 
2 State figures represent data for REA borrowers incorporated within the State. 
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Telephone loan program, applications and loan allocations by States as of February 
28, 1953 
28, 195: 


Loan allocations '—cumu 
Applications tive totals 
on hand as of 4 : — ™ 


Feb. 28, 1953 Number of 


borrowers | P otal amou 


United States $95, 415, 66 234 $112, 675, 218 
Alabama , 073, 
Arizona : 400, 
Arkansas. eu , 098, 2 
California i 500, 05 
Colorado , 254, 
Connecticut 

Delaware 

Floride 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 40, 090 
Michigan : | 1, 603, 000 
Minnesota 5, , 545 6, 911, 000 
Mississippi : 1, 385, 000 
Missouri 000 
Montana 000 
Nebraska 0 
Nevada 2, 000 
New Hampshire 0 
New Jersey 3, 000 
New Mexico 24, 000 
New York , 000 
North Carolina 706, 000 
North Dakota 50, 000 
Ohio 70, 000 
Oklahoma 7, 000 
Oregon 762, 000 
Pennsylvania , OO 
Rhode Island 0 
South Carolina 000 
South Dakota 000 
Tennesset 000 


1 Vi 2, 218 


2, 719, 000 
}, 024, 000 
374, 01 


292 HV) 


ss), 


1, 131, 000 
3, 951, 000 
265, 000 
3, 042, 000 
10, 112, 000 
2, 194, 000 
5,473, 000 
6, 684, 000 
3, 957, 000 
570, 000 

0 


a 
See waorSoe- nw oOCoOKN SO 


ue S 


Doo OoK ono 


to + to to 


rNoNS 


rexas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 
Alaska 
Virgin Islands 


N= 
"ONy 


coo aw 


Cumulative net loan allocations (rescissions deducted). Includes amounts not yet under loan contract. 
2 State figures represent data for REA borrowers incorporated within the State. 


STANDARDS FOR MAKING TELEPHONE LOANS 


Mr. Hunrer. I would like to have a statement as to the criteria 
observed in passing upon loan applications for the telephone program. 

Mr. Wise. It is not quite clear just what you meant by the criteria. 

Mr. Hunter. How does a party qualify for a loan? Upon the basis 
of what criteria do you decide whether the party is eligible? 1 under- 
stand there are certain geographical factors taken into consideration, 
as well as the question of economic feasibility. 

Mr. Wise. There are certain requirements of the act which have to 
be satisfied. In addition to that, the only requirement is feasibility, 





cumu 


719, Ov 


024. in 
374, 0 
792 


“o), () 


131, 00% 
951, 00 


265, 000 


42, 00K 
112, Oo 
194, 00K 


173, 000 


384, 000 
57, 000 
970, 00 
0 
40, 000 
3, 000 
11, 000 
85, 000 
22, Onn 
42, 000 
42, 000 
13, 000 
4. 000 
$1, 000 
¥), 000 
1), 000 
0, 000 
7, O00 
2, OF 


7. OM 
m OD) 
3, OO 
4 OO 


5, OOM 


L, 000 
, OOO 
1 000 
, 000 
. 000 

0 

0 
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other than in case of generation and transmission lines. Loans for 
these latter purposes are subject to meeting our policy requirements. 
Mr. Hunter. I wish that you would put a further statement on 


that in the record. 
(The information requested follows:) 


TELEPHONE LOAN CRITPRIA 


The Rural Electrification Act of 1936, as amended, provides in title II the 
fundamental criteria for evaluating telephone loan requests. In addition REA 
has issued policy bulletins clarifying application of these criteria. The signifi- 
cant provisions from the act and the relation of REA telephone loan procedures 


thereto are as follows 
I. TYPE OF ORGANIZATIONS ELIGIBLE FOR LOANS 


“The Administrator is authorized and empowered to make loans to persons 
now providing or who may hereafter provide telephone service in rural areas and 
to cooperative, nonprofit, limited dividend or mutual associations.’ 

This provision does not permit loans to municipalities or other governmental 
instrumentalities. It is the policy of REA to make loans only to corporations 
because legal complications affecting the repayment of the loan, the value of the 
security for the loan, or the efficient and effective administration of the telephone 
loan program may arise upon the death of an individual or the dissolution or dis- 
integration of an unincorporated group. Telephone loans will generally not be 


made to electrification borrowers. 
Il. PREFERENCE FOR CERTAIN BORROWERS 


“The Administrator, in making such loans, shall give preference to persons 
providing telephone service in rural areas, and to cooperative, nonprofit, limited 
dividend, or mutual associations: and provided further, that for a period of 1 year 
from and after the effective date of this title application for loans received by the 
Administrator from persons who on the effective date of this are engaged in 
operation of existing telephone service in rural areas shall be considered and acted 
upon before action is taken upon any application received from any other person 
for any loan to finance the furnishing or improvement of telephone service to 
substantially the same subscribers.”’ 

Pursuant to the above, persons already providing service in rural areas had for a 
period of 1 year from the date of title II priority over new organizations requesting 
loans to serve substantially the same subscribers. Subsequent to the expiration 
of the provision existing organizations and new cooperative, nonprofit, limited 
dividend and mutual associations have equal preference under the act to other new 
organizations. However, REA considers that where the existing company is 
willing and able to provide the desired rural service, a loan should be made to it in 
preference to any new organization intending to serve substantially the same 
ares The existing company normally serves the more densely settled areas and 
should be able to take on the rural areas at lower rates than a new organization 
serving only the rural ares Also the problem of providing necessary service 
between urban and rural areas is often simplified if one organization serves both 
areas. Therefore, if the operator of existing facilities files an application for a 
loan to finance the furnishing or improvement of telephone service to substantially 
the same subscribers as are included in an application already received from a new 
organization which has not been acted upon, even though the new organization 
is a cooperative, its application is set aside and action thereon suspe nded until the 
application from the existing operator has been considered and acted upon. 


Ill, PRIMARY PURPOSE OF LOANS 


“Except as other wise provided by this title such loans shall be made under the 


same terms and conditions as are provided in section 4 of this act, for the purpose 
of financing the improvement, expansion, construction, acquisition, and operation 
of telephone lines, facilities, or systems to furnish and improve telephone service 
in rural areas; * * *.”’ 

The primary purpose of all loans must be to furnish or improve service in rural 
areas, such areas being defined by section 203 of the act as: 
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“* * * any area of the United States not included within the boundaries of any 
incorporated or unincorporated city, village, or borough having a population 
in excess of 1,500 inhabitants.”’ 

However, section 201 also provides that: 
“* * * when it is determined by the Administrator to be necessary in order to 
furnish or improve telephone service in rural areas, such loans may be made for 
the improvement, expansion, construction, acquisition, and operation of telephone 
lines, facilities, or systems without regard to their geographical location.” 

This permits the financing of facilities within towns in excess of 1,500 population 
but only when necessary to the primary purpose of furnishing or improving 
service in rural areas. 





IV. AREA COVERAGE 





























“The Administrator in making such loans shall, insofar as possible, obtain 
assurance that the telephone service to be furnished or improved thereby will be 
made available to the widest practicable number of rural users.” 

In determining the telephone-service area to be served as a result of the loan, 
all farms and other rural establishments requiring telephone communication with 
their trading and community centers and with each other must be included. 
Generally loans are made for the purpose of providing adequate telephone service 
to all persons within the telephone service area who desire it. However, if it is 
found to be impracticable to accomplish this result as a single project with one 
loan, consideration may be given to a loan application relating to only a portion 
of the area, provided that the proposed partial development is consistent with 
the ultimate extension of service throughout the entire telephone service area. 

Another requirement relating to area coverage is that the borrower shall pro- 
vide such facilities as may be necessary to serve all persons which the borrower 
agrees to serve as a result of the loan without requiring payment by such persons 
of any extra charge as a contribution to the cost of construction of the facilities. 
However, subsequent to the completion of the project the borrower may require 
contributions to the cost of construction required to serve new subscribers in 
accordance with the line extension policy approved by the appropriate State 
regulatory body, or in the absence thereof, the extension policy set forth in the 
loan contract. 





Vv. REFINANCING EXISTING OBLIGATIONS OF 





BORROWERS 

















“The Administrator is further authorized and empowered to make loans for 
the purpose of refinancing outstanding indebtedness of persons furnishing tele- 
phone service in rural areas: Provided, That such refinancing shall be determined 
by the Administrator to be necessary in order to furnish and improve telephone 
service in rural areas: And provided further, That such refinancing shall constitute 
not more than 40 percent of any loan made under this title.” 

The basic criterion_as to whether loan funds may be made available for re- 
financing existing indebtedness is whether, upon consideration of all relevant 
facts and circumstances of an individual case, the Administrator, in the proper 
exercise of his discretion, finds that the primary purpose of such refinancing is 
to extend or improve rural telephone service. Loan funds are not made available 
for refinancing existing indebtedness solely to enable the borrower to obtain a 
lower rate of interest or a longer amortization period. 


VI. SECURITY REQUIRED 





















‘‘Loans under this section shall not be made unless the Administrator finds 
and certifies that in his judgment the security therefor is reasonably adequate 
* * *” 

Borrowers are required to furnish a margin of security for the loan through 
equity or other financing in an amount and form satisfactory to REA, and a 
first lien is normally required on the borrower’s entire system. Such lien is in 
the form of 9, mortgage made by the borrower to the Government or a deed of 
trust made by and between the borrower and a trustee satisfactory to the 
Administrator. 

REA as part of its field appraisal of the loan application investigates the bor- 
rower as a likely credit risk, examines its records of financial condition and opera- 
tions, and reviews the borrower’s determination of the need for telephone service 
in the area to provide assurance that the number of subscribers for which the 
system is constructed will in all probability apply for and continue to use the 
service. 
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VII. ASSURANCE OF LOAN REPAYMENT 








“Loans under this section shall not be made unless the Administrator finds 
and certifies that in his judgment the security therefor is reasonably adequate and 
such loan will be repaid within the time agreed * * *,” 

Having made field investigations to provide assurance as to the number of 
persons expected to take telephone service, REA prepares a feasibility study of 
the borrower’s proposed system to determine that revenues will be available to 
meet anticipated cash requirements for normal operating expenditures and in 
addition meet the required interest and principal payments on the REA’ loan. 
The expenditure standards used in these studies are based on industry experi- 
ence and are concerned with such characteristics of the borrower as subscriber 
density, extent of tree trimming, average wage costs, and characteristics of the 
borrower’s proposed telephone system. Where the borrower has an existing rate 
schedule, revenues from it are checked to determine whether they will be suffi- 
cient, together with toll and other revenues, to meet contemplated cash require- 
ments. Where a new rate schedule is found to be necessary the loan contract 
requires that the borrower adopt, and obtain approval from the appropriate regu- 
latory body where necessary, a tariff which will provide revenues sufficient to 
meet all necessary expenditures, including all interest and principal payments 
under the notes. In addition, new rates required to provide a feasible loan are 
considered in relation to the farm economy of the area to ascertain that they 
will not seriously affect the use of telephone service. 
























VIII. NONDUPLICATION REQUIREMENTS 






‘““* * * nor shall such loan be made in any State which now has or may here- 
after have a State regulatory body having authority to regulate telephone service 
and to require certificates of convenience and necessity to the applicant unless 
such certificate from such agency is first obtained. In a State in which there is 
no such agency or regulatory body tegally authorized to issue such certificates to 
the applicant, no loan shall be made under this section unless the Administrator 
shall determine (and set forth his reasons therefor in writing) that no duplication 
of lines, facilities, or systems, providing reasonably adequate services, will result 
therefrom.” 

The foiiowing determinations are made in relation to each application for a 
telephone loan: 

A. Whether or not the applicant is required under applicable State law to obtain 
a certificate of convenience and necessity from a State regulatory body, and if 
required, whether or not the applicant has obtained such a certificate. Where such 
a certificate is required and has not been obtained, the borrower is required to 
obtain it as a condition of obtaining the loan. 

B. Where the applicant is not required under applicable State law to obtain 
such a certificate, whether there are lines, facilities, or a system in existence, 
owned by another telephone enterprise, already furnishing telephone service to 
subscribers to whom such services would be brought with the proceeds of the loan 
applied for. In these cases an investigation is made in the field coupled with a 
study of the borrower’s plans to ascertain that duplication will not exist. In 
addition the loan documents contain provisions prohibiting the use of loan funds 
to duplicate existing facilities already providing reasonably adequate services. 

C. Where such duplication will exist, whether the telephone services furnished 
by the other enterprise are reasonably adequate. A finding of inadequacy is 
necessary and must be supported by a detailed field appraisal to determine 
whether all relevant facts warrant such a finding by the Administrator. 













































STATE REGULATORY BODY APPROVAL 





SUBJECT 





IX, LOANS TO 













“Nothing contained in this act shall be construed to deprive any State com- 
mission, board, or other agency of jurisdiction, under any State law, now or 
hereafter effective, to regulate telephone service which is not subject to regula- 
tion by the Federal Communications Commission, under the Communications 
Act. of 1934, including the rates for such service.” 

The borrower must obtain all authorizations, certificates, permits, and ap- 
provals from all State, Federal, and other public authorities and regulatory 
bodies to the extent required by law. 
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X. TYPES OF SYSTEMS THAT CAN BE FINANCED 


“As used in this title, the term “telephone service” shall be deemed to mean 
any communication service whereby voice communication through the use of 
electricity between the transmitting and receiving apparatus, is the principal 
intended use thereof, and shall include all telephone lines, facilities, or systems 
used in the rendition of such service; but shall not be deemed to mean telegraph 
services or facilities, or radio broadcasting services or facilities within the meaning 
of section 3 (0) of the Communications Act of 1934, as amended.” 

Loans are not made therefor to finance systems providing telegraph service or 
radio broadcasting services. Loans may finance radio facilities required in con- 
junction with other wire facilities to provide an integrated telephone commu- 
nications system. 

XI. PERIOD OF LOANS 


“* * * all such loans shall be self-liquidating within a period not to exceed 
35 years and shall bear interest at the rate of two per centum per annum; * * *,” 
(Sec. 4 of title T.) 

Unless otherwise requested by the borrower, loans are made for the maximum 
period of 35 years permitted by the act so as to provide service to rural areas 
at the lowest practicable annual cost to the subscribers. 

The beginning of loan payments of principal and interest by borrower may be 
deferred from 1 to 3 years depending upon the requirements of the individual 
ease. Among the factors to be considered in the determination of the length of 
the deferment shall be the period required for (a) completion of construction 
and (b) attainment of normal revenues from the facilities constructed. 


XII. STANDARDS OF DESIGN AND CONSTRUCTION 


In furthering the objectives of the act, REA has the responsibility to assure 
itself that the physical properties that serve as security for the loans are designed 
to provide adequate telephone service in rural areas, include no elements that 
would jeopardize the performance of the system as a whole, and fully reflect the 
values attributed to them as security for the long term loan. Therefore, loans 
are made to finance only system construction and improvement which conforms 
to standards of system design and construction which are prescribed by or are 
acceptable to REA. In this connection, loans are made to finance switched lines, 
which receive switching service from central offices owned by others than the 
borrower, only where it is clearly more advantageous to serve the subscribers in 
this manner and where the switched lines represent only a minor part of the 
borrower’s system. 

Mr. Larrp. Going over the reports of the Administrator of the REA 
for the past couple “of years, there were several things that came to 
my mind that I would like to have answered. 


EQUITY OF CUSTOMERS IN COOPERATIVES 


First, what procedure or techniques are used to indicate the equity 
or the property interests which the customers have in their coopera- 
tive? 

Mr. Wiser. That is regulated to a large extent by State law. Each 
of the cooperatives is incorporated under the laws of the State of 
domicile. REA recommends to its borrowers the adoption of what 
we call the capital credits plan, which they do by incorporating it 
in their bylaws or articles of incorporation. Under this plan the con- 
sumer is given credit based upon the amount of patronage he carries 
on with the cooperative during the year. In other words, at the end 
of the fiscal year, the cooperative would figure out how much money 
it had taken in over and above expenses, and an individual farmer 
would be credited with a specified amount of that, based on the propor- 
tion of his total patronage within the cooperative to the aggregate 
patronage of all the consumers of the cooperative 
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EDUCATIONAL PROGRAM 


Mr. Latrp. What plan de you have to foster or encourage an 
interest on the part of consumers, management, or boards of directors 
in the fact that customers are investors in a productive and service- 
able enterprise? 

Mr. Wise. That is one of our major objectives. In our relationship 
with berrowers, we encourage them to carry out cooperative education 
and membership education, to get the members to come to the meet- 
ings and participate in the election of boards of directors, serve on 
committees, and generally make themselves responsible for sharing 
in the responsibility for the overall operation of the cooperative. We 
do not have many people to do that, but there are pamphlets put out 
by other agencies of the Department and other cooperative groups 
throughout the country, State colleges and so on. 


REPAYMENTS OF LOAN 


Mr. Latrp. In the REA annual report for 1952, the report of the 
Administrator, I notice reference is made to capital credits. What 
does that mean? 

Mr. Wise. What I just described a few minutes ago—the credit 
to the consumer for his contribution to capital. 

Mr. Larrp. The term is used in here several times and I just did 
not understand its application. 

Is it true that when the Government loan is paid there is in effect 
a substitution of capital by the customer? 

Mr. Wise. Yes. The only source of revenue to repay the Govern- 
ment loan is charges paid by the consumer. 

Mr. Larrp. And that is a substitution of capital out of part of 
the payments of individual customers? 

Mr. Wisr. Coming from his payments for service. The amount 
over and above the cost of operation of the system constitutes the 
contribution by the consumer. 

Mr. Latrp. In this annual report, page 39, there is shown the net 
wortn of electrification cooperatives. Does this net worth mean the 
same as if the borrower were an individual and he paid off part of an 
outstanding loan? 

Mr. Wise. Yes; although it does not reflect all of the payments. 

Mr. Larrp. Do the cooperatives advise their customers of this fact? 

Mr. Wise. Yes. Under our recommendations, notice goes out to 
each member, each consumer, after the books are closed out at the 
end of each fiscal year, notifying them of that amount. 


BORROWING PROCEDURES 


Mr. Larrp. Does the mortgage on the property held by the REA 
have any restrictions in it with reference to borrowing funds from 
nongovernmental sources? 

Mr. Wise. Yes. Under the present mortgage there is a restric- 
tion against any other borrowing. 

Mr. Latrp. Do you have a copy of a borrower’s note, contract, 
mortgage, or other financial or security document involving a com- 
pleted REA loan? 

Mr. Wise. Not with us, but we will be happy to furnish it. 
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Mr. Larrp. I do not need to know the names. 

Mr. Wise. We have standard forms. 

Mr. Larrp. I would like to see the forms. : 

Mr. Wiser. We will be glad to meet with you and Congressman 
Hunter together, or any of the new members, and go over any of the 
forms and explain our entire setup. 

Mr. Latrp. I would like to go over the forms. 

A minute ago you spoke about the State laws in regard to the REA 
program, and I wonder if the State laws respecting REA cooperatives 
prohibit, or restrict, such cooperatives in their borrowing in any State? 

Mr. Wiser. Mr. Blackburn, do you have an answer to that? 

Mr. Biacxsurn. I am not fambliar with any specific restrictions on 
such borrowing other than those that may be implied, for example, 
in States where borrowers are subject to commission regulation, where 
commission action may impose such restrictions. 

Mr. Larrp. Could one of these cooperatives sell some securities, 
such as bonds or preferred stock, to raise funds subordinate to the 
Government mortgage in any of these States? 

Mr. Biacxsurn. Two principles would apply there. As Mr. Wise 
said, the security documents, as now worded, require administrative 
approval for the issuance of additional obligations. Then, too, where 
the particular borrower is subject to commission jurisdiction in its 
State, they would have to get the approval of the State commission 
there. 

Mr. Latrp. In table 14 on page 37 of the REA annual report, it is 
shown that the amounts paid on principal were $201,007,188 as of 
June 30, 1952. Why does this not represent the minimum net worth 
of the board? 

Mr. Wiser. Because some payments on principal are made out of 
the depreciation reserve funds. That is a proper use of such funds, 
but they do not develop a net worth insofar as any payments made out 
of the depreciation reserve funds are concerned. 

Mr. Larrp. I am trying to compare the figures on table 14 on page 
37 with the figures on table 17 on page 39. There is a difference there? 

Mr. Wisz. There is no necessary relationship between the two 
figures. 

Mr. Latrp. There is not? 

Mr. Wisz. No. 

Mr. Horan. Along the line of Mr. Laird’s questioning, Mr. Black- 
burn, some of my REA’s have complained about the feasibility test, 
and some of them are seeking private funds now, which I suppose they 
can do if they so desire. Can you supply for the record the experience 
we are having now with our cooperatives seeking private funds? 

Mr. Wiser. Yes. We know of only a few. 

Mr. Horan. This is not criticism. I just want to know what is 
going on. 

Mr. Wise. I think that I can answer your question, Congressman 
Horan. I believe that was done in your district, by a Mr. Carl Moore. 
Mr. Horan. Carl Moore told me that he was after private funds. 

Mr. Wise. He paid a considerably higher interest rate to borrow 
the money privately and paid us off in full. His reason for doing that 
was—— 

Mr. Horan. I am not criticising you. I just wanted to know why 


Car! did that. 
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\ir. Wise. He gave us an explicit answer why. The local power 
ompany, and he had engaged in a contest, may we say. He could 
ot use any of our funds to serve any person being served by the power 

company. However, the power company could take away his cus- 
tomers, and were doing so, so he finally said he was willing to pay a 
higher interest rate in order to be able to compete with the power 
company. That was his only reason. 

Mr. Horan. Was that the reason? 

Mr. Wise. Yes. 

We have had no other borrowers who have tried to get private 
financing other than a few of the PUD’s in your State. Some do it 
so that they can buy out power companies that we would not be 
allowed to finance. 

Mr. Horan. Is that the only reason? 

Mr. Wisp. Yes. 

Mr. Horan. Why do you have to separate REA loans and rural 
telephone loans? Why cannot you take them out of the same fund? 

Mr. Wise. That would again be a matter for determination by the 
Congress. 

Mr. Buacksurn. May I suggest a possible reason? In connection 
with rural electrification programs, we have the formula in the act 
which was the subject of discussion earlier, but that formula does not 
apply to the telephone program. 

Mr. Horan. We were commenting on whether or not that is in the 
act, the separation of the two funds. 

Mr. Wise. | do not know if the act requires the separation of the 
two funds, but there are a number of provisions in addition to the 
allocation formula which apply only to telephone funds and are not 
applicable to the electric funds, so even though you put them in a 
lump appropriation there would have to be some method of ear marking 
them in order to determine which provisions of the act apply to whic h. 

Mr. Horan. Would not that action be administrative? 

Mr. Wise. I suppose that that could be done. We discussed this 
with the committee before, and the committee made clear that as to 
the loan funds they should be kept separately. As to administrative 
funds, they could be used interchangeably. 

Mr. Horan. Definitely, administratively you would have to keep 
them separate. I am talking about the basic amount. 

Mr. Wise. The committee instructed us to keep the loan funds 
separate and said that the administrative funds might be used inter- 
changeably. 

Mr. Horan. Is there any reason why we could not appropriate a 
lump sum and let you take care of the division between rural telephone 
and rural electrification? 

Mr. Wise. I do not know of any reason why we could not, except 
for the reason that I pointed out about the different statutory provi- 
sions applying. It would result in less ccntrol by this committee 
over the use of the funds. 

Mr. Horan. Not necessarily. You would have to justify the 
total amount. 

Our experience on this subcommittee has been this: We appro- 
priated far more money for rural telephones than was used originally, 
and then all of a sudden the program takes life and I think properly so. 
I believe very much in having communication facilities extended even 
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to the most remote settler in the United States. To begin with there 
was a rather anemic program. Suddenly it accelerated. We had 
calls almost overnight for additional funds in that field. If you had 
additional permission to take funds out of one basic appropriation, 
you would have to justify them in terms of the projects, whether they 
were electrification or telephone extensions. 


AUDITING SERVICES 


Mr. Larrp. In going over the report, and the past hearings before 
this committee and the Senate subcommittee, I find that there are 
certain differences in the manner in which various cooperatives are 
handled. What managerial or financial standards have been estab- 
lished under which some of the electrification co-ops must arrange for 
their own auditing service? 

Mr. Wisr. I had hoped when we got around to the administrative 
funds I could say a word about the reorganization of the REA. 

That became effective on July 1. Originally we audited all the 
borrowers. As borrowers gradually developed maturity we had a 
gradual decline in the number of borrowers whom REA audited; and 
an increase in the number retaining outside certified public accountants 
to make their audits, furnishing us with a copy of it. We had about 
200 of them doing that based upon their financial stability, the 
amount of de bt service they were earning at the time, and so forth. 
In last year’s reorganization program, we upped that considerably 
and more than doubled the number that would have to do their own 
auditing. Under the proposed budget submissions of 1954, virtually 
all will have to do their own auditing. We will continue auditing 
about 100 or 150 of them who are in such a condition that we think we 
should audit them ourselves because we feel that we will get more 
information about them than we will from aC. P. A. audit. 

Mr. Larrp. Then you have a standard setup by which you are the 
judge of whether they should do their own auditing or whether you 
will provide the auditing service for them? 

Mr. Wise. Yes. 

Mr. Larrp. Will you put that standard in the record here at this 
time? 

Mr. Wise. We will. 

(The information requested follows:) 


SELECTION BY REA or ELEcTRIFICATION BORROWERS TO Use CERTIFIED PUBLIC 
ACCOUNTANTS 


Any borrower attaining approved managerial and financial standards is 
requested to have its books, records and accounts (except for loan-fund. trans- 
actions) audited annually at its own expense by certified public accountants 
selected by the borrower and approved by REA. Once a borrower is selected 
to have its books, records and accounts audited by certified public accountants, 
it is not generally contemplated that general audits will again be made by REA, 
unless some unusual circumstances arise which would threaten to impair the 
Government’s security, or for some other reason it is determined-to be to the 
best interest of the Government for the borrower to discontinue the use of the 
services of certified public accountants. REA will continue to make audits of 
construction-fund expenditures of all borrowers in order to assure that Govern- 
ment funds are properly expended and accounted for. 

To assist the Administrator in determining each fiscal year which borrowers 
should be required to have C.P.A. audits, a committee reviews all borrowers an- 
nually to appraise their progress in reaching managerial and financial standards 
which would justify their employment of certified public accountants. 
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Informed judgment is expected to be exercised by the committee in recom- 
mending that borrowers be requested to have their books audited by certified 
publie accountants. In evaluating the borrower’s financial and managerial 
progress, the committee gives due consideration to the borrower’s record with 
respect to such matters as area coverage, member education, maintenance, general 
managerial practices including adequate staffing and financial progress. 

With respect to the item of financial progress, during the current fiseal year all 
electrification borrowers are considered to be making adequate financial progress 
provided the borrower has earned standard debt service on the plant in operation 
for the past 3 consecutive years or the trend of standard debt service earned 
during those years and other known factors concerning the borrower are such as to 
reasonably assure the committee that the borrower will earn standard debt service 
during succeeding years. However, commercial power companies and public 
bodies exclusive of public power districts, will have their books audited by certified 
publie accountants in all cases except as otherwise directed by the Administrator, 

Power-type borrowers need not necessarily meet in all respects the above 
criteria for financial progress but each borrower is analyzed individually by the 
committee to determine whether in the light of all circumstances, both managerial 
and financial, a C. P. A. audit should be required. 

Under the revised 1954 budget it is planned to extend the program to include a 
number of additional borrowers which do not meet the standards of financial 
progress described above. This will result in extending the C. P. A. program 
to over 800 borrowers. 

Mr. Larrp. How many do you feel will reach that standard this 
year so that they can conduct their own auditing service? 

Mr. Wise. I believe that we make a comment about that in the 
explanatory notes. The number will be in excess of 800 in 1954. 

Mr. Larrp. Have you had any borrowers who have refused auditing 
service based upon these standards? 

Mr. Wiss. Do you mean refused to hire C, P. A.’s? 

Mr. Larrp. Yes. 

Mr. Wise. A number have objected strenuously. None have 
refused. I think as of now all are doing it. Some dragged their feet. 
They wanted us to continue. It costs them on an average about $700. 
The larger ones will go considerably above that. 

Mr. Lairp. Last year how many employees did you have that were 
engaged in that service? 

Mr. Wis. I will supply that for the record. 

Mr. Larrp. I would like to know their total salary, and by the new 
standard, what differences will be brought about in that particular 
section of the administrative budget for the REA. 

Mr. Wisn. We have that here, but it would take time to dig it out. 
We will supply the information. 

(The information referred to follows:) 


Data ON Fretp Examiners (Auprrors)—E.Lectric Procram, Fiscau YEARS 
1953 AND 1954 
A summary of the reductions in administrative funds for the audit of electric 
borrower records follows: 


| 1953 estimate | 1954 estimate | Reduction 


Man-years, electric audits s 45.2 38.3 —6.9 
01 Salaries $263, 955 $221, 957 —$41, 998 
02 Travel 124, 000 105, 000 —19, 000 
03-15 All other 10, 260 7, 240 —3, 020 

398, 215 334, 197 — 64, 018 


Total 
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The data set forth above presents the current estimates of the time to be 
devoted to electric audits by all of the field examiners engaged in this activity 
They thus reflect the direct costs for electric program audits in fiseal 1953 and 
1954. It does not include supervisory time, nor the time spent processing and 
typing audit reports in Washington. It does include the time which examiners 
spend on nonaudit functions, such as the rendering of accounting advice and 
assistance to borrowers. Such advice may, or may not, be incidental to an audit. 

In appraising these figures in relation to the C. P. A. audit program, it must 
be realized that the number of REA auditors cannot be expected to decline 
in proportion to the increase in the number of borrowers employing C. P. A.’s. 
Placing a borrower on the C. P. A. list eliminates only a part of the REA audit 
activity with respect to that borrower. Even though a C. P. A. performs the 
operations audit, REA auditors must continue to carry out audits of expenditures 
of Government funds for construction so as to assure that loan funds have been 
expended for purposes authorized by Congress. Furthermore, the amount of 
time devoted to each operations audit which REA continues to perform is sub- 
stantially greater than the unit time for the audits which are relinquished. This 
is, because the borrowers which will remain to be audited by REA are those which 
are the least firmly established. A high proportion of them have financial and 
operational problems, their staffs are not so well trained and experience has 
shown that the quality of their records is such as to greatly increase the unit time 
per audit over that for the more mature borrowers on the C. P. A. list. Various 
other special audits must be made and certain followup is necessary to assure that 
the C. P. A. audit produces the necessary information. 

In comparing the 1953 and 1954 audit staffs, it must be considered, too, that 
REA does not now have enough auditors to handle the 1953 workload of borrowers 
not on the C. P. A. list. As of March 20, 1953, only 224 electric operations audits 
had been completed, as compared with 293 which should have been completed by 
that date to meet REA’s schedule and assure an annual audit of the records of 
each borrower, 


RELATIONSHIP BETWEEN AGE AND FINANCIAL STABILITY 


Mr. Larrp. In table 3, page 751 of the House hearings last year, 


there appears certain operating information on borrowers for dif- 
ferent age groups or classes. 

At what age do borrowers appear to have so matured that they 
can assume a larger measure of managerial and financial responsi- 


bility? 


Mr. Wisr. That will vary in different cases, depending upon the 
number of consumers per mile and the economics of the area in which 
they operate. I do not believe that I could give you an offhand 
answer. 


Mr. Larrp. Could you supply something on that for the record? 
Mr. Wise. Yes. 
(The statement follows:) 


FINANCIAL STABILITY OF BORROWERS 


Experience indicates that there is no direct relationship between the age of 
borrowers and the level of their financial stability. There are a number of factors 
influencing financial stability, and these cannot be reduced to a firm formula for 
all borrowers. Generally, several years are required to complete the construc- 
tion program and for farmers to acquire electrical equipment and appliances. 
The growth of energy consumption on rural systems is gradual, as farmers add 
various appliances and equipment to their household and farmsteads. 

There are certain guides to financial stability that are used from time to time 
for various purposes. For example, REA formerly required borrowers to engage 
C.P.A. auditing after achieving a net worth equivalent to 15 percent of their total 
assets. More recently for the 1954 budget, as explained elsewhere, this standard 
has been changed, with the result that all borrowers not delinquent or otherwise 
experiencing special problems will be required to employ C.P.A. audits. 

With respect to engineering, all borrowers required to engage C.P.A. audits also 
are required to employ consulting engineers for the inspection of completed work 
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order construction. Prior to 1953, REA engineers handled the inspection work 
required in this connection. 

In general, a borrower is considered Snancially stable if it (1) is not delinquent 
in principal and interest payments, (2) is earning its debt service, (3) is main- 
taining adequate reserves, and (4) is experiencing a favorable operating ratio (ex- 
penses to revenues). It is normally expected that new borrowers will require a 
minimum of 5 to 8 years to achieve a relatively stable financial position. 


Mr. Marsua.u. Mr. Wise, you have a statement giving a lot of 
factual information. However, there is some other information that 
I would like to ask you to supply. 

Mr. Wiser. Yes, sir. 














ELECTRIC POWER 





REA PERCENTAGE OF UNITED STATES 














Mr. Marsuatyu. How much of the total electric power is consumed 
annually by farmers, what part of it is distributed, or supplied by 
REA cooperatives? 

Mr. Werrze.u. We can give you an estimate. 

Mr. MarsHauu. Will you supply that for the record? 

Mr. Werrzeuu. Yes. 

I want to say that it will be based upon the statistics assembled 
by the Edison Electric Institute. 

(The information requested is as follows:) 

According to statistics released by the Edison Electric Institute, the entire 
electrical industry sold 323 billion kilowatt-hours of energy in 1951. Of this 
amount, REA borrowers sold approximately 9 billion kilowatt-hours, or 2.8 
percent of the total. In 1952, the energy sold by REA borrowers increased to 
more than 11 billion kilowatt-hours and a similar increase is expected for 1953. 

All farmers in the United States consumed about 17.5 billion kilowatt-hours 
of electrical energy during 1952. Of this amount, farmers served by REA 
borrowers used approximately 5.2 billion kilowatt-hours, or 30.5 percent of 
the total. 











NEEDS 





FUTURE 





ESTIMATES OF POWER 








Mr. MarsHauu. Could you supply also the best available estimates 
as to what the power needs for farmers are going to be in the next 5 
years and the next 10 years? 

Mr. Weitrze._. Mr. Congressman, I do not think that we have 
ever engaged in making suc ch estimates of the total power needs of 
all the consumers, or of all farm consumers of the Nation. That 
would be a rather substantial undertaking and we have never engaged 
in it. 

Mr. Marswauu. That has been one of the real problems in con- 
nection with the establishment and building of these REA coopera- 
tives, because from the best estimates that they have made _ the 
power used has far surpassed the facilities that they prepared, and 
that has become an increasing problem as far as you are concerned. 

Mr. Wise. That is right. 

Mr. MarsuHauu. What is your experience in rephasing these lines? 
Perhaps that would give some indication as to what the possibilities 
might be. 

Mr. Wise. We said earlier that 22 percent of our funds so far this 
year have been used for that purpose, and there are figures in the 
summary sheet which show that consumption has tripled since 1941. 
You will note that the kilowatt-hour consumption per consumer in 
1941 was 919. It went up to 1,602 in 1946 and it is now up to 3,076. 
It has more than tripled. 
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Mr. Werrzevu. I think the Congressman might be interested in 
the fact that we have made such an estimate for REA borrowers, the 
estimate of total power requirements, up through 1955. 

Mr. Marswatu. Do you have that on a chart? 

Mr. Werrzeu. Yes. 

Mr. Marsnauy. May that be put in the record with an explanatory 
statement? 

Mr. ANDERSEN. That will be done at this point in the record. 

(The chart referred to follows:) 


POWER REQUIREMENTS OF REA BORROWERS 
(1945 to 1955) 
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U. S. Department of Agriculture Rural Electrification Administration 


REA borrowers, serving all classes of consumers in their service areas, required 
a total system input of 11.3 billion kilowatt-hours in 1951 and 13.5 billion kilowatt- 
hours in 1952. As the systems fully develop and as farmers and other consumers 
acquire electrical equipment and appliances, rural power loads will continue to 
expand rapidly. The above chart indicates the projected power requirements 
of REA borrowers from 1945 through 1955. It is anticipated that they will 
require nearly 20 billion kilowatt-hours by 1955. 

Mr. Anprersen. Mr. Marshall, we have had evidence before us on 
the proposed Minnesota belt line that runs from Garrison Dam to 
the effect that they anticipated there would be a doubling of the 
pote ntial use of power in western Minnesota over a period of 10 years. 
That was the estimate given to us by the Bureau of Reclamation. 

Mr. MarsHa.t. That is a very pertinent figure, because it is based 
upon making power available to them at lower cost than they get it 
now. 

Mr. ANDERSEN. That is correct. 


UTILIZATION OF REA POWER 


Mr. Marswa.u. Do you have any estimate that would show what 
percentage of the power purchased through REA co-ops is used for 
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farm productive purposes, and what part is used for household 
purposes? Do you have anything on that? 

Mr. WerrzeLtu. We do not have any overall figures. There are 
studies, however, made by the Bureau of Agricultural Economics, in 
cooperation with several of the State agricultural colleges, which indi- 

cate the proportion of power used for household purposes and the 
portion used for farm productive purposes for particular areas of the 
country. For example, studies have been made in Tennessee, Georgia, 
Kansas, North Dakota, Wisconsin and some of the other States. I 
would be glad to summarize those studies in very brief form if you 
so desire. 

Mr. MarsHauu. Mr. Chairman, I believe it would be pertinent if 
we could have that information put in the record. 

Mr. Anprerson. We will have that put in the record at this point. 
(The information requested is as follows:) 















CoNSUMPTION OF ELECTRICITY ON FARMS FOR HOUSEHOLD UsEs AND FOR FARM 
PropuctivE UssEs 















Farm electrification studies have been made by the Bureau of Agricultural 
Economics, in conjunction with the respective State agricultural experiment sta- 
tions, in several different States. The results of seven of these studies show that 
approximately 90 percent of the electricity consumed on farms is used in the farm 
household, and about 10 percent is used for farm productive purposes. These 
results are shown in the following table which also indicates the particular area 
of the States where data are collected. 




















Percentage of total kilo- 
watt-hours used on farm, 













used in— 
State Applicable area ae ol a ae 
sa | Farm pro- 

Household Crighieen 

| Percent Percent 
Georgia... Upper Piedmont_. 90 10 
Iowa__.. . East Central 80 20 
Kansas... -_.-- bese Southwest Central _- 90 10 
Mississippi - - . .. ‘ ; ..| Clay Hills mika 95 5 
North Dakota ; North Central _. ; 86 14 
Tennessee _ _ . East Tennessee Valley - __- 89 ll 
Washington _ ---- Bnstere nk is 42 eawe sl 2 8 














There is great variation in the proportion of kilowatt-hours used in household 
and farm production among individual farms. ‘There are a number of reasons 
why so great a proportion of the electricity used on farms is used in the farm 
home. Initial connection of a farm to central station electric service makes 
modernization of the farm home possible, and farm families have been financially 
able to accomplish this rather quickly after receiving service. Several household 
appliances are relatively large users of electricity, particularly the heating 
appliances such as water heaters, ranges, and ironers. On the other hand, most 
of the equipment used outside the house involves electric motors, and these 
require relatively small quantities of electric energy, despite the fact that they 
save a great deal of time and labor. 

Mr. MarsHa.y. Do you have any estimate as to what the per- 
centage of increased use of electricity for farm production in the next 
5 or 10 years? No doubt, electricity has quite a bearing on the pro- 
duction on a farm. Would you have any estimates on how much the 
production might be increased in the next 5 or 10 years by the use of 
electricity? 















Mr. Werrze.t. Do you mean how much agricultural production 
has been increased because of electricity? 
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Mr. MarsHai. Yes. 

Mr. Werrzevi. I do not think anybody has made up such an 
estimate, sir. I do not believe that it would be possible for us to 
arrive at such an estimate on a very intelligent basis without a lot 
more data than we now have available. 


DECREASING COST OF POWER 


Mr. Marswatv. The cost of power to all REA cooperatives, from 
all sources, has decreased considerably since the REA was established, 
has it not? 

Mr. Wise. Yes. 

Mr. MarsHauu. Could you give us any figures to show how the 
cost of power to the user has decreased? 

Mr. Wise. In 1951 the average cost of energy per kilowatt bour 
was 1 cent. That went down to 89 cents in 1949. It is now down to 
80 cents. This is particularly striking when you realize that the price 
of all other commodities has gone up very sharply during that same 
period of time. We feel it is due to the favorable bargaining power 
that the cooperatives are placed in by virtue of REA’s authority to 
make them loans for the generation and transmission of power over 
their own systems. 

Mr. MarsuHauy. How does the cost of supplying power compare 
between the Federal suppliers and the non-Federal suppliers. Do you 
have any figures on that, a breakdown of that 80 cents? 

Mr. Wise. We can fuinish that to you. 

Mr. Marswatt. I believe that that would be desirable also. 

Mr. AnprerSEN. It will be inserted in the record at this point. 

(The material referred to follows:) 


Source AND Cost or PowrER 


More than 53 percent of all power purchased by REA distribution borrowers is 
obtained from commercial power companies and industrial corporations. An 
additional 38.2 percent is purchased from public agencies, including municipalities, 
Federal and State agencies. The remainder is purchased from other REA bor- 
rowers that generate power for sale to distribution systems. The below tabulation 
indicates the average cost of wholesale power purchased from the several types of 
suppliers. 


Source and cost of power purchased by REA borrowers, fiscal year 1952 


Kilowatt-hours purchased | 


; Cost per 
Supplier a —_—_———— 


kilowatt- 


| 
Amount Percent hour 


Cents 

Power companies : ‘ 5, 730, 000, 000 Ou) a 0. 86 
Industrial firms ; 18, 000, 000 a .92 
REA borrowers... 900, 000, 000 8.4) 1.38 
Public agencies q : 4 i 4, 110, 000, 000 38. 4 . 58 


Total. 54 , ni 10, 758, 000, 000 , . 80 


COST OF FARM ELECTRIFICATION 


Mr. Marsuatv. I am also interested in two other matters, par- 
ticularly relating to the matter of cost. 
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Do you have figures that show how much it costs to electrify a 
farm with all of its convenciences? Do you have any breakdown of 
that by areas? 

Mr. Wise. We do not have a breakdown here. You could get the 
average per consumer by dividing the number of consumers into the 
amount loaned per borrower. We will be glad to work that out and 
and put it in the record. 

Mr. MarsHauu. That would show the cost of the line to the bor- 
rowers. It would not show the cest of electrifying the farm with 
conveniences. 

Mr. Wiss. You mean the investment made by the farmer himself? 

Mr. Marsa. Yes. 

Mr. Werrze.u. I do not think anybody has assembled information 
as to what the total investment of the average farmer is in electrical 
equipment, machinery, and appliances. It would be possible to arrive 
at an estimate of what that investment might be, but I do not know 
of any research or survey data that would give us the answer. 

Mr. MarsHatu. | have been asking a similar question of other 
groups that have come up in connection with farm costs, because so 
many people seem to feel that all that a farmer has to do is to go out 
and pick up his produce that he sells without realizing the investment 
that he has put into the machinery. Of course, today in this modern 
age of electricity, it means that he must have a considerable invest- 
ment. In order to do that it means that he must have a fairly reason- 
able income to carry the investment that he has made. If you have 
something, will you include it in your remarks in the record? 

Mr. Weirze.u. We shall be glad to include anything on that point 
we can find available. 

(The information requested follows:) 


FARM INVESTMENT IN ELECTRICAL EQUIPMENT, APPLIANCES, AND WIRING 


In 10 cooperatives for which data is available from field appraisals, farmers have 
invested an average of roughly $2,000 per farm in wiring of buildings and in pur- 
chase of equipment and appliances with which to utilize the electric power made 
available to them. The accompanying table shows the relationship of this farm 
investment to the investment necessary to bring electricity to them. It shows 
that, on the 10 cooperative systems, farmers spend $3 or $4 for electrical 
appliances, equipment, and wiring for every dollar spent for electric plant 
necessary to bring them central station service. 

This average investment of $2,000, expanded by the total number of electrified 
farms, represents a real stimulus to the national economy. More important, this 
investment is injected into the economy at the local level. Local contractors do 
the wiring; local merchants sell the materials and the appliances; and this expan- 
sion of local business sets in action a stimulus to business activity which reaches 
back through and benefits the dealers, manufacturers, transportation, and raw 
materials producers, 


80505—53—pt. 3——-22 
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Farm investment in electiic equipment, appliances and wiring compared to investment 


in electric plant 


REA co-op 


Illinois 

Missouri 
Montana 

New Hampshire 
New Mexico 
North Carolina 
Ohio 
Pennsylvania 
Texas 
Washington 


Average 
investment 
in electric 
plant per 

consumer 
connected 


County of principal 
operation 


Dollars 
557 


Butler 72 


MeCone . 1, 045 | 


Merrimack 461 


Lincoln 975 | 


Haywood 388 
Miami 476 
Sullivan J | 422 
Wise 603 
Pend Oreille_--- 524 


Estimated 
average 
investment 
per farm in 
appliances, 


equipment, | 


and wiring 


Dollars 


410 | 


, 320 


917 


830 | 


, 280 
2, 360 
, 670 
2, 740 


2. 
1 
2,690 | 
1, 240 | 


Dollars 
invested by 
farmers in 
electrical 


| appliances, 
| equipment, 


and wiring 
per dollar 
invested 
by co-op 
in electric 
plant 


Dollars 


NON Ss 
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VOLUME OF ELECTRICAL APPLIANCES AND EQUIPMENT PURCHASED BY FARMERS 


Data on sales of electrical appliances and equipment do not indicate the pro- 
portion which is sold to farmers. However, it is estimated that farmers purchased 
a total of about $825 million worth of electrical equipment to be used outside the 
house in connection with the farm productive enterprise in 1952. With respect 
to household appliances, estimates are available for refrigerators only. It is 
estimated that farm purchases of refrigerators in 1952 amounted to $108 million. 
The total purchase of household electric appliances by farmers probably exceeded 
the $825 million spent for electrically operated farmstead equipment during 1952. 


ECONOMIC EFFECTS OF FARM ELECTRIFICATION 


Mr. Marswauy. Mr. Chairman, there is one other problem that 
comes up in this respect: I am inclined to feel that many people have 
overlooked a tremendous market that has been built by the REA for 
manufactured items that the farmer uses in the operation of his farm, 
and that the wife uses in the house. 

Do you have any figures that would indicate how much equipment 
has been put on farms, and an estimate as to how many jobs that has 
created for people supplying the equipment? 

Mr. Werrze.t. Sir, that would be another difficult question for us 
to get firm data on because electrical appliances and equipment are 
manufactured for both farms and nonfarms, including urban con- 
sumers, and it is sold through various distributors, most of them 
located in urban or town centers. 

Mr. Marswatu. Could you make some sort of an estimate on that 
for the record at this point? 

The statement requested is as follows: 


Errect oF RvuRAL ELECTRIFICATION ON EMPLOYMENT AND BusINEss ACTIVITY 


While no data are available to indicate the employment in industry and service 
trades which rural electrification affords, it is apparent that employment and 
business activity generally is favorably affected by the additional market for 
appliances and equipment which rural electrification provides. 

This effect may be made clearer by observing the manufacturing and marketing 
process by which an electric motor reaches the farmer. The farmer normally 
purchases his electric motor from a local retailer, and if it later requires repairs 
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and services, he will look to this retailer or a local repair shop for service. The 
retailer received the motor from an electrical supply house. A transportation 
firm, rail or truck, moved the motor from the supply house to the retailer. The 
supply house probably purchased the motor direct from the manufacturer, and 
again, transportation of some form was involved. The manufacturer of the 
motor drew on several sources for the raw material which was used. In some 
instances, raw materials suppliers intervened between the basic source and the 
manufacturer, while in others the manufacturer purchased direct from the ma- 
terial producer. In any event, transportation was required to assemble the ma- 
terials. Packaging or crating was required for the finished product. And it is 
quite likely that financing was required by the manufacturer, possibly for the 
supplier, the retailer, and the farmer as well. The fact that the farmer repre- 
sented a market for an electric motor obviously led to inereased business activity 
at many points in the economy. 

Mr. Marsnatt. I think that my other question might be directed 
more to Mr. Farrington. It is a matter of policy. 

In my district we have a generating plant located at Elk River, 
Minn., similar to the one that is located in Wisconsin known as the 
Dairy Land Cooperative. People there seem to be a bit concerned 
about the matter of financing their plant. They are unable to go to 
any other source except the Federal Government to get funds for 
expanding their facilities. The history of the REA co-ops up to this 
point has shown that the needs for electricity have always been 
greater than anticipated, and they are a bit fearful since they cannot 
sell something to refinance their needs for their cooperative at the 
present time and must go to the Federal Government. They are 
wondering what the policy of the REA is going to be in the future in 
connection with providing funds for the generating plants. 

Mr. Farrineton. I do not know that there has been any change 
in the policy on REA loans in the past few months. I am unable to 
say what it might be in the future. I will ask Mr. Wise to check me. 
As I recall, in the last month or two there has been no change in the 
REA policy. If so, I am not informed about it. 

Mr. Wise. We have received no instructions of any change in 
policy. 

Mr. MarsHatt, Somewhere some of these people picked up the 
report that the Government was going to work out a way of providing 
for business to make these loans on a guaranteed basis rather than the 
Government making them out of the REA funds. Do you have any 
idea if any such policy is being proposed? 

Mr. Farrineton. I have no knowledge of such a proposal, sir. 

Mr. MarsHauu. You do not know what the feeling of the Depart- 
ment would be for that type of proposal? 

Mr. Farrineron. No, sir. 

Mr. Marswauu. It has not been discussed in any way whatsoever? 

Mr. Farrineton. It has not been discussed with me. 

Mr. ANDERSEN. Mr. Horan. 

Mr. Horan. First I want to say that the questions Mr. Marshall 
has been asking are very vital because one of our big headaches is 
rephasing, and if it were ‘possible to project or to advise a cooperative 
that is building a line as to their maximum needs, it would certainly be 
of service, and I believe within the proper scope of your administration. 

I just want to commend my colleague from Minnesota for his 
questioning. Some unnecessary expenses have resulted because some 
of our cooperatives have built too light a line and as a result have had 

to invest almost 100 percent more in rephasing. If they had had a little 
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more foresight, or better advice perhaps to begin with, they would not 
have had that additional expense. 


COMPETITION IN APPLIANCES WITH RETAILERS 


I hope that I have the full confidence of the managers of the co- 
operatives in my district. I often discuss with them the policies of 
their cooperatives. By and large REA cooperatives are what you 
might call producer cooperatives. It is true that they retail the 
electricity, but that is a basic part of the life of any communities they 
serve. Quite often I have talked to them about the matter of retailing 
appliances. 

We have here an example of how an REA can be an embarrassing 
element in a local community when they go into the retailing field. 
They immediately become competitors of the local people who also 
pay taxes, and to those of us who believe in a competitive life they 
do create embarrassment. The only way we can handle this sort of 
thing is, I think, by having the confidence of our own cooperatives. 
When they discuss such conflicts of interest, I tell them in the interest 
of better community life that if there is an individual, or even a com- 
pany, that is providing the service of selling radios or television sets 
and appliances of one sort or another, they ought to stay out of that 
field. I have had the privilege of doing that. 

I have here a letter from one of our colleagues from the State of 
Missouri which indicates that this cooperative has gone into the retail 
field with a vengeance. Of course, it has created some ill will for the 
local cooperative there. 

I have here a hand-written 6-page letter from an_ oil-and-fuel 
company that operates in the same community as this cooperative. 

Mr. Wise, I think that you can answer this very simply. It is not 
within your purview and your responsibility to advise REA coopera- 
tives to get along in their communities. Does that ever come up in 
the administration of the funds? 

Mr. Wiser. Yes. We have a formal policy on this problem. We 
recommend to borrowers that they do not engage in merchandising 
activities. We will not permit the use of any Federal funds to be used 
in connection with it. Beyond that we cannot stop them, but we 
surely do, at meetings and through correspondence—whenever we get 
cases like that—so advise them. There are very few of them that do 
it. The few who do it claim that they do not want to be in the busi- 
ness, but for some reason the local dealers will not go after the farm 
business, and if they are to pay back their loans, and help the members 
in making the proper use of electricity, they have to do it. We still 
tell them that we think from the standpoint of their relationship with 
the dealers, and the effect on the overall program, such activities are 
bad, but there are a few of them that are doing it. With 1 or 2 excep- 
tions they all have that same reason. They say that they would be 
glad to get out of the business if it were not necessary. I am not 
familiar with the particular situation of which you speak. 

Mr. Horan. I am not either, Mr. Wise. I want to thank you for 
that answer. 

Mr. Wise. We do have a policy, a formal written policy to that 
effect. 

Mr. Horan. Could you supply that for the record? 
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Mr. Wisz. Yes. 

Mr. Horan. It would be reassuring, I think. These people are 
ting in good faith. I think that they have a complaint. I think 

is & Just one. 

(The REA policy statement is as follows:) 


The Rural Electrification Administration recommends, generally, that its 
orrowers not engage in merchandising activities. The risks involved in such 
ictivities are numerous; merchandising calls for special aptitudes and _ skills 
a large proportion of retail enterprises fail); it may lead to violation of State 
laws or of the borrower’s charter; the nonprofit status of the borrower and its 
freedom from certain taxes may be adversely affected; the safety of the Govern- 
nent loan may be compromised; the goodwill of independent dealers may be 
lost and publie relations impaired; the goodwill of members may deteriorate if 
restricted freedom of choice of items results; even the autonomy of the borrower 
as a member-controlled enterprise may be impaired by unwise arrangements 
with the suppliers or financing agencies. Prudence indicates that merchandising 
should not be undertaken by borrowers if independent dealers in the community 
make available an adequate range of electrical supplies at reasonable prices and 
with dependable servicing. If such a situation does not exist every effort should 
be made by a borrower to persuade local commercial distributors to establish 
and maintain proper and adequate distribution of such appliances and equipment. 

The above statement with reference to REA policy concerning merchandising 
activities is contained in Administrative Bulletin No. 24, dated June 5, 1950, 
which has been furnished to all REA electric borrowers. 


Mr. ANDERSEN. I certainly agree with Mr. Horan, that it might 
prove to be prejudicial to good public opinion of our REA associations, 
if a few of these associations engage so extensively in the retail field. 

Mr. Wise. I agree with you. 

In addition to that, it detracts from the ability of the manager to 
operate his electric project, which is a full-time job in itself, without 


having to engage in any side activities such as merchandising. 

Mr. Hunter. Is it possible by legislation to bar any further loans 
to these cooperatives if they persist in engaging in the retail appliance 
business as a sideline in connection with the distribution of electric 
power, or telephone service? 

Mr. Wise. You are getting into the field of constitutional law there. 
You will have to get the answer from someone other than myself. 
There are only very isolated cases in which merchandising occurs, 

Mr. Hunter. You are speaking of this retail business? 

Mr. Wise. Yes. 

Mr. Hunter. Maybe that is true in the case of rural electrification, 
but it is quite widespread in the case of coope ratives generally. Again 
I repeat, because of the present tax structure, it is becoming more and 
more difficult for a private retailer to compete with a cooperative. I 
personally think that the cooperatives would do well to confine their 
retail activities to a minimum, from the standpoint of public relations, 
if nothing else. The number of letters coming over my desk are 
increasing monthly in opposition to producer cooperatives engaging 
in the retail business. 

Mr. Horan. I would like to commend Mr. Wise for this brief and 
very enlightening résumé of the electrical field, nationally, as reflected 
in the operations of the REA 


NET REVENUE OF REA COOPERATIVES 


I notice on page 2 a rather interesting figure. I think maybe a 
little explanation is in order. 
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Your standing seems to be very, very good. I notice at the bottom 
of the page your operating revenues, by and large, are estimated at 
$325 million for the year 1952. I assume that that is the calendar 
vear. 

Mr. Werrzeuu. Yes. 

Mr. Horan. And that your operating expenses are almost $125 
million less. It would appear to me that is quite a bit of profit for a 
cooperative that is supposed to be supplying energy to rural people 
at cost. What is the explanation? 

Mr. Wise. A number of the cooperatives are certainly in very good 
financial condition, but when you discuss a rate reduction with them 
they talk about the bad times that may lie ahead, so they are build- 
ing up some reserves. We think up to « reasonable point that is 
good business, and we recommend that they do that. 

Mr. Werrze.u. Reserves, interest, and other deductions are in 
addition to the operating expenses, as shown here. 

Mr. Wise. The significant figure is net revenue after depreciation 
of $27,400,000. 

Mr. Werrzeti. The bottom line indicates net revenue after depre- 
ciation of $27,400,000 for the REA borrowers as a whole. 

Mr. Horan. They are still in good shape. That is what I wanted. 
At first glance anyone looking at it would say, why do they not re- 
duce the cost of the energy at my farm? 

Mr. Wise. We should point out that there are some that are not 
in such good shape and they are the ones we work with and give 
selective treatment to, trying to improve their situation. 


RATE STRUCTURE 


Mr. Horan. How much control do you have over the rates that 
the individual cooperatives charge? 

Mr. Buacksurn. The mortgage requires that the borrower at all 
times charge sufficient rates to take care of all operating expenses and 
the debt service. Of course, there is no affirmative legal power in 
Rea to impose rates, although REA does make recommendations with 
respect to rate structures. Moreover, each of these cooperatives is 
subject to the laws of its own State, and of course they have to comply 
with them. 

Mr. Horan. Those are the bench marks upon which vou determine 
feasibility; is that not so. 

Mr. Werrzeuu. That is right. 

Mr. Horan. As you review them, you take a look at the rate struc- 
ture? 

Mr. Wisz. Each time. 

Mr. Horan. And recommend that it either be raised or lowered? 

Mr. Wise. Yes. However, as Mr. Blackburn pointed out, under 
the terms of the mortgage, if an increase is required we think we can 
enforce that. We have no legal authority to force them to reduce 
their rates. 

REA REORGANIZATION 


Mr. ANDERSEN. Mr. Wise, we understand that the REA was 
reorganized on July 1, 1952. What was the purpose of that reor- 
ganization? 
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Mr. Wise. I might save time if I read about a half page from my 
notes here. 

A combination of factors made the reorganization a necessity. 
REA’s staff dropped from 1,296 to 1,112 during the fiscal vear 1952. 
Meanwhile, workload in the telephone program continued to develop 
far ahead of the ability of the available staff to meet it, and a critical 
need for more expeditious handling of many matters affecting elec- 
trification borrowers continued to make itself felt. A change in pro- 
gram emphasis was inevitable as the loan and construction activities 
of the electrification program declined from the record levels of recent 
years, causing REA responsibility for loans servicing to assume 
greater signific ance in relation to other electrification-program activi- 
ties. Outstanding electrification loans stood at near $2 billion on 
June 30, 1952, with the impact of full debt service payments due to 
occur in the years immediately ahead. Finally, a new framework 
was necessary in order to take full advantage of the growing maturity 
of electrification borrowers and of possibilities of achieving economies 
through the transfer of increased responsibilities to these borrowers, 
and through making the most effective use of available staff by 
working with such borrowers having unusual problems on a highly 
selective basis. Such an approach gives full recognition to the 
accumulated experience, sound financial condition, and general stabil- 
ity of great numbers of the electrification borrowers, and to the fact 
that the number of people employed by borrowers had increased from 
less than 9,000 to more than 32,000 since 1941. 

The objectives of the reorganization were, one, to provide a frame- 
work within which increased responsibility could be shifted to electri- 
fication borrowers on a sound and selective basis; two, to expedite, 
coordinate, and simplify REA relations with borrowers; and, three, to 
make such modifications as were possible in the administration of the 
electrification program so that more attention could be given to 
satisfying the growing demands of the telephone program. 

We had four divisions which were line divisions dealing with the 
borrowers.. We abolished them and set up five area offices that operate 
out of Washington. In the field we have one man called a general 
field representative who is the one in contact with borrowers. As 
some of you know, borrowers would complain that an engineer would 
come to see them, and a loan man and a management man. Under 
the new plan a general field representative will meet with each bor- 
rower periodically to work out their long-term management plans. 
If they need specialized assistance which they cannot get from some 
other source, he will arrange for one of the few specialists that we have 
left in engineering, management or otherwise, to go in and assist. 

One immediate effect of the reorganization was to reduce the staff 
ime devoted to the electrification program from 969 man-years in the 

fiscal year 1952 to approximately 843 man-years in the fiscal year 
1953, a reduction of about 13 percent. 

We feel that while the new organization has been in effect only a 
short time, the borrowers are accepting it as they become more 
familiar with it. Our advice and assistance to the borrower will be 
integrated on a more selective basis, and major economies have been 
achieved in the electrification program. 

Mr. Anpersen. Considering the administrative expense relative to 
both programs, has there been any reduction in personnel since the 


reorganization in 1952? 
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Mr. Wise. In the overall program; no. 

Mr. Anprersen. If not, why not? 

Mr. Wise. Because the people were shifted from the electric pro- 
gram to the telephone program. 

There has been a saving in the electrification program of 13 percent. 


UPGRADING 


Mr. ANDERSEN. From your organization chart I note that a num- 
ber of new high-grade positions were established at the time of the 
reorganization. How do you account for that? 

Mr. Wisse. We set up these area offices with high-grade men in 
charge of each one. We think that qualitatively we are giving much 
better service to the electrification borrowers although the amount of 
such service has been reduced. 

Mr. AnprrsEN. Before the reorganization how many grade 15’s 
did you have in your entire administrative end of REA? 

Mr. Wisk. I do not know. 

Mr. ANDERSEN. You must have a pretty good idea of how many 
you have added to that figure in the last year. Could you rot give 
me that from memory? 

Mr. Wiser. No, sir. What we did was to abolish those divisions 
and substituted the area offices. We also abolished some of the staff 
divisions and substituted others. 

Mr. AnpersEN. I understand. 

Mr. Wise. We can get you the information very easily. 

Mr. AnpEerseEN. I would like to have that now. I would think 
that you peeple would know how many grade 15’s you had in your 
organization last June 30 and how many you have today. 

Mr. Wise. Is that shown in any of the material here? 

Mr. Herzog. It is in detail all through. We can pick it out. 

Mr. ANpDpRSEN. Certainly, Mr. Wise, grade 15’s were not so 
numerous that it would be difficult to answer a question like that. 

Mr. Wise. I can run through the figures. I do not carry the 
numbers in my head. 

Mr. ANDERSEN. You would say that it is impossible to answer the 
question today; is that it? 

Mr. Wisr. I may be able to dig it out. I do not have the figure 
in my head. 

Mr. AnprERSFN. You are unable to give the subcommittee at this 
time definite information as to increases in these various grades, but 
my information is that you have had increases. Will you comment 
for the record at this point just why such increases were necessary? 
According to my way of thinking, if you had less responsibility in 
rural electrification and more in the telephone program there should 
be a shift in the program. Some of the high-grade men would go 
from one to the other, but evidently that does not seem to be the case 
here. 

Mr. Wise. With regard to these staff divisions, each one is headed 
by a high-grade man, and then we have the two telephone divisions, 
each of which is headed by a grade-15 man. 

Mr. ANDERSEN. Do you concede that there has been an increase in 
these 3 top grades during the last 8 or 9 months, since the date of 
the reorganization? 
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Mr. Wise. I am trying to recall, now that you have mentioned it. 
My guess is that there would be an increase, but I am not certain as 
to the number. 

Mr. ANDERSEN. Put a full answer in the record to my question, 
please. 

(The information requested is as follows:) 


INFORMATION ON POSITION CLASSIFICATION 


The problem REA faced before the 1952 reorganization was to accomplish more 
with the same amount of administrative funds. Public and congressional demand 
for greater progress in the telephone program was insistent. More people and 
more administrative funds obviously had to be applied to this program. This 
could be done only by cutting down on the number of people and the amount of 
administrative funds spent in the electric program. 

That is what was done. ‘The reorganization reduced the cost of administering 
the electric program by about $560,000 in 1953. That has been further reduced 
by about $1,170,000 in the revised 1954 budget, or a total reduction of $1,730,000 
below the cost in 1952 under the old organization. 

The way the cost of the electric program was reduced was to take a radically 
different approach to its administration. The specialized divisions that had 
previously dealt with electric borrowers on a multicontact basis were abolished. 
A new line organization was established combining the former specialist functions 
and simplifying REA’s structure by providing a single point of contact with 
borrowers. 

So different is this organization from that formerly maintained for the electric 
program that it is misleading to compare the staffing pattern before and after the 
reorganization. There are now more positions in grades 13, 14, and 15 than for- 
merly, but that results not from any design on REA’s part. Rather, it reflects 
the growing maturity of the electric borrowers, the fact that they now have more 
than 30,000 employees of their own and the fact that REA’s chief role today is 
to assist the borrowers on overall planning and to work on a highly selective basis 
on unusual and complex problems, rather than on day-to-day operations which 
are a responsibility of the borrowers. As a consequence, a completely new organ- 
ization was established, and the positions were graded in accordance with civil- 
service specifications, or comparable standards in the absence of civil-service 
specifications, on the basis of their duties and responsibilities. 

Proof that economies were effected by the reorganization may be found in the 
fact that as a result of these savings, REA was able to increase the staff of the 
telephone program from approximately 200 to 300 without any increase in admin- 
istrative funds for the overall REA program. Before the reorganization, we were 
attempting to handle the telephone program in the same line divisions that were 
also doing electrification work. This was not satisfactory. We now have a com- 
pletely separate line organization for the telephone program and as a result have 
been able to make more progress in that program since July 1 than in any com- 
parable period since the telephone legislation was enacted. 

Comparing the REA organization with that of other Government agencies, we 
believe that our positions are properly graded. Following is a more detailed 
discussion on the particular grades covered in the inquiry: 


GRADE 15 


Prior to the reorganization there were 8 GS-15 positions. At present there 
are 15. Additional grade GS—15 positions established are as follows: 


5 positions of Director, Electric Distribution Area Office, 
1 Chief, Telephone Engineering Division, 
1 program analyst (title is now Chief, Program Analysis Division). 


The 5 positions of Area Director, Electric Distribution Area Offices, were estab- 
lished to direct and coordinate all REA activities—loans, power use, management, 
operations, and engineering—with the electric borrowers which have over 30,000 
employees. 

The area directors report to the Administrator and are delegated complete 
authority for execution of the electric program with the exception of approval of 
wholesale power contracts and loan contracts. This arrangement provides one 
organization unit and one person responsible for all of the problems of the approxi- 
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mately 200 electric borrowers in any particular area. The responsibilities of 
these area directors for the security of outstanding loans are great. There are 
now nearly 1,000 electric distribution borrowers which have loans amounting to 
approximately $2 billion and serve approximately 4 million consumers, 

Each area director must coordinate all activities of REA designed to advise 
and assist these borrowers in such manner that adequate service will be given and 
maintained and the loans repaid. 

The position of Chief, Telephone Engineering Division was established to place 
the responsibility for all telephone engineering activities in 1 division under 1 head 
and to provide for telephone borrowers & single point of contact with REA on their 
engineering problems. Prior to the reorganization the telephone program had 
been executed in the same divisions which executed the electric program but 
results were unsatisfactory. The decision to separate electric and telephone engi- 
neering work has already proven to have been correct. The Chief, Telephone 
Engineering Division has nationwide responsibility for all REA engineering 
activities with respect to the telephone program. He reports to the Administrator 
and is delegated complete authority for execution of telephone-engineering func- 
tions including the approval of all contracts and agreements between borrowers 
and third parties which fall within the scope of the functions of the Division. 

The position of program analyst (now Chief, Program Analysis Division) was 
classified in GS-15 at the time of the reorganization in recognition of extensive 
new duties and responsibilities that had been assigned to this position over a 
period of years. The incumbent of this position formulates for consideration of 
the Administrator long-range programs pertaining to the electric and telephone 
programs and coordinates all such studies and planning within REA. He directs 
studies and evaluations of the effect of rural electrification and telephone programs 
and of the probable demand for service in rural areas. He is responsible for the 
preparation of estimates of future power consumption of REA borrowers which 
are basic to loan feasibility determinations as well as to system engineering design 
and rate schedules. 

GRADE 14 


Prior to the reorganization there were 21 GS-14 positions, there are now 
24 such positions. The 1954 revised budget provides for 23 GS-14 positions. 
The additional 2 positions are as follows: 


1 Assistant Chief, Telephone Loans Division 
1 Assistant Chief, Telephone Engineering Division 

When the Telephone Loans Division was established the former Chief of the 
Applications and Loans Division was assigned to the position with no change in 
grade. The new division is responsible for all telephone loans and for advice and 
assistance to the telephone borrowers in their operations and management 
problems. This division was initially staffed with only one Assistant Chief to 
assist in direction of all of the loans and operations activities in the telephone 
program. At that timé, relatively few borrowers had completed construction 
and were thus not in operation. Since the reorganization, however, a number 
of borrowers have construction under way and are faced with many operations 
problems. As a result, the demands on the division for assistance in operating 
problems have increased sharply. Consequently, the position of Assistant 
Chief to be in charge of operations functions was established. That official is 
immediately responsible for organizing and directing REA activities designed to 
advise and assist telephone borrowers in their operational problems. 

The position of Assistant Chief, Telephone Engineering Division was estab- 
lished as a part of the reorganization. The reason for establishing the position of 
Chief, Engineering Division has already been discussed. It would be impossible 
for one man to direct the nationwide engineering and cosntruction program, which 
is in full swing. The position of Assistant Chief was therefore established to 
assist the Chief in coordinating and directing the Division’s work and to serve 
as Acting Chief during his absence. 


GRADE 13 


Before the reorganization REA had 81 GS-—13’s on its rolls. We now have 
119 positions in this grade. The revised 1954 budget provides for 112. 

This increase of 31 results largely from the establishment of the new position 
of general field representative. Twenty-six of the 31 increase in grade 13 positions 
are accounted for by this new position. The general field representative is a key 
man in the new type of administration established by REA under the reorganiza- 
tion. Whereas specialist field personne! of 4 separate divisions formerly called 
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on borrowers in behalf of their specialized functions, the general field representa- 
tives are now in charge of all REA relations with borrowers in the field. Each 
such representative is responsible for an assigned group of 25 to 35 borrowers. 
It is his responsibility to provide on a selective basis of need overall assistance 
on loan, management, construction and other operations matters, and to arrange 
for specialist services where the situation warrants it. With the responsibility 
he has for on-the-spot decisions he must possess judgment, tact and a thorough 
overall knowledge of rural utility operations and the entire REA program. 

Iti view of these broad responsibilities, REA assigned several employees who 
were formerly section heads in the Washington office to positions as general field 
representatives. The rest were obtained by selecting the cream of the specialist 
personnel who were already working in the field at grade GS-12. The entire 
group Was given a period of intensive training before being sent to the field. We 
believe there can be no question that these general field representatives measure 
up in beth responsibility and ability to personnel of the same grade elsewhere in 
Government. 

It should be pointed out that by establishing this new position with its broad 
responsibilities and with program changes REA was able to reduce substantially 
the number of personnel assigned to fieldwork in the electric program. The cost 
of travel by field personnel in the electric program has also been substantially 
reduced. 

The rest of the net increase in GS—13’s resulting from the reorganization came 
about primarily through the establishment of 2 line divisions dealing entirely 
with the telephone program. This was found essential after a trial period of 
having the same people handle both electric and telephone loan and engineering 
functions in the field. To meet intensive demand for greater progress in the 
telephone program, a Telephone Loans Division and a Telephone Engineering 
Division were established. In each of these line divisions there are five geograph- 
ical sections, each giving full attention to the telephone program in the area it 
serves. The section head positions are grade GS-13 in accordance with standards 
long established in REA and Government. Five of these positions are filled by 
persons who held the GS-13 grade before the reorganization. The other 5 
were filled by promotion of persons who previously held grade GS-12. 

Mr. ANpERSEN, My information indicates upgrading in 1953 as 
follows: 

There are 5 more grade 15’s than in 1952; 4 more grade 14’s, and 
24 more grade 13’s, or a total upgrading in those particular 3 categories 
of 33 people. On the other hand, there is a decrease in grade 12 of 1; 
a decrease in grade 11 of 35; a decrease in 5 of 26; and a total of 62. 
That has to do with the Washington personnel. 

In the field we find that there are 25 additional grade 13’s compared 
to 1952; 32 additional grade 12’s, or a total of 59 increase, whereas 
we find in grade 11 in the field there are 63 decreases and 60 decreases 
in grade 9. 

Now, that is evidence on the face of it, Mr. Wise, that there has 
been considerable upgrading in the entire REA organization. That is 
one thing the Congress has been very careful about. We are apt to 
make all these programs topheavy, as you know. Have you any 
discussion on the program? 

Mr. Wisn. I can assure you the reorganization was not devised or 
carried out with the intention of accomplishing any such purpose. 

Mr. ANpersEN. That has been the result, however. How do you 
answer that? 

Mr. Wiser. In the field situation, I can answer that much more 
readily. We never had a field representative above grade 12 before 
the reorganization. It was our idea that by putting a top man in 
there he could meet with borrowers and work out their overall long- 
term planning and in the long run the overall cost of the program 
would be less and our security would be much better protected. We 
would be much more effective in servicing the borrowers. We had 
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had no grade 13 before the reorganization in the field, and we set up, 
as yousay, 25. That sounds about right. 

Mr. ANDERSEN. Twenty-five additional grade 13’s. 

Mr. Wise. There is an average of about 1 grade 13 or grade 12 to 
each 40 borrowers. We have about 42 general field representatives, 
half 13’s and half 12’s. We went through our organization and tried 
to pick out our best men who would be available for that kind of work. 
That is the explanation for the increase in the higher grades. 

Mr. AnpeRSEN. | would like to call your attention to the fact that 
your average grade is 8.9. It is one of the highest in the whole 

epartment. It is even higher than the Secretary’s immediate office, 
which would normally be expected to be the highest. How do you 
explain that? 

Mr. Wise. I am not too familiar with the other agencies of the 
Department. 

From our standpoint the fact is that it is a highly technical program. 

Mr. ANpErRSEN. Is it more technical than a lot of the research 
programs, or does it require men more skilled in their fields than do 
the research programs? 

Mr. Wise. Except that some of our engineers must be a combina- 
tion of technical people and also have business experience so that they 
can go out and negotiate with manufacturers and contractors. 

Mr. ANDERSEN. Place whatever answer you care to in the record to 
all these questions. 

(The information requested is as follows:) 


INFORMATION ON AVERAGE GRADES 


The relatively high average grade in REA results not from an undue number of 
high grade positions but from the fact that REA does little routine work and there- 
fore has less need than do many agencies for clerical personnel in the lower grades. 

A comparison of average salaries among agencies must take into consideration 
wide differences in types of programs. Many enterprises and agencies which 
conduct nationwide programs perform with their own employees a complete 
operation extending from planning and programing down to the lowest level of 
execution. This involves many clerical employees. 

In sharp contrast the REA organization is primarily of a staff nature working 
almost entirely with the boards of directors and managers of borrowers which, in 
turn, have more than 30,000 employees to perform day to day operations. 

Over the years it has been REA policy to encourage borrowers to handle their 
own affairs to the greatest extent possible and to limit the REA staff to those 
activities essential to loan security and to problems of an unusual or complex 
nature. Accordingly, REA has discontinued such activities as the checking of 
borrowers’ expenditure reports and estimate work orders. During the present 
fiscal year borrowers have been asked to engage private engineers to inspect work 
order construction so that REA engineers are concerned only with the more diffi- 
cult matters involved in design, construction and technical operations and with 
the review of the condition of properties which provide REA’s loan security. 
Most electric borrowers are now requested to engage private CPA’s to perform 
their audits and REA auditors handle only the more difficult problems of borrowers 
which have not established financial stability. The REA audit staff has also been 
given in the present fiscal year the added responsibility of the internal audit 
function. Much detailed preloan field work formerly requiring attention of lower 
grade loans field men has now been assumed by borrowers. 

Concerning all of these and similar activities REA now sees its role as that of 
providing the generalist and the specialist, on a selective basis, to answer the more 
difficult problems; to work with the borrowers with less financial stability; to 
advise; to inspect, check and review only for loan security, but not to do the work 
the borrower can do for himself. 

Another factor having much influence on the average grade is the complete 
absence of clerical or stenographic employees in the field where we have 275 
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relatively high grade positions of general field representatives and specialists in 
grades GS-11, GS-12, and GS-13. 


INFORMATION SERVICES DIVISION 


Mr. ANDERSEN. Describe the duties of the 28 people in your 
Information Services Division. 

Mr. Wiss. We will place that in the record. 

(The information requested is as follows:) 


Duties oF INFORMATION SERVICES Drviston 


The chief duty of the 23 persons in the Information Services Division of REA 
is to provide specialized services to the REA staff to support the electric and 
telephone lending and loan security activities. Less than 3 man-years is devoted 
to publie information work and that is done in response to requests from news- 
paper correspondents, trade papers, radio farm directors, farm magazines and 
similar media. 

A substantial part of the time of the Division is devoted to the preparation of 
correspondence—with the public and Members of Congress, students, commercial 
firms, officials of local governments, REA borrowers and others. Perscnnel of 
the Division prepare approximately 2,000 letters a vear for signature either in the 
Division or in the line divisions, Office of the Administrator or Office of the 
Secretary. Most of these letters involve research and careful writing and 
rewriting. 

The other chief activity of the Division is to provide the line organization with 
editorial and visual assistance in the work directly with borrowers. For this 
purpose, specified personnel of the Information Services Division are assigned to 
work with and assist the line divisions and offices in a liaison capacity on matters 
involving communication, such as letters, internal memoranda, bulletins to 
borrowers and the like. 

The adjusted budget reduces the staff of this Division from 28 to 23 persons— 
a reduction of 18 percent. This reduction will be brought about chiefly by the 
discontinuance of the bimonthly periodical Rural Electrification News, which 
has been REA’s chief channel of communication with the directors of its bor- 
rowers. In addition work will be curtailed on nonperiodical publications and an 
attempt will be made to work out a new procedure for distributing publications to 
borrowers and the public. 

REA has no information personnel in the field, nor in divisions other than the 
Information Services Division. 

The work of the persons who would remain in the Division under the revised 
budget is as follows: 

OFFICE OF THE CHIEF 


Title Grade Salary Principal duties 


Division Chief............ GSs-l4 $9, 600 | Overall direction of Division with particular responsi- 
bility for telephone program; devotes much of work- 
ing time to work with Office of Administrator on cor- 
respondence and other written materials of special 
| complexity and difficulty. 
Assistant Chief. .......-...- GS8-13 8, 360 | Handles day-to-day operation of Division and concen- 
trates on electric program; performs writing and field 
assignments of particular difficulty. 
Administrative assistant.__. Gs-9 5, 560 | Handles divisionwide matters relating to budget, work- 
load, special reports, performance ratings, job descrip- 
tions and the like, thus freeing higher grade personnel 
for production work. 
Secretary (stenography) - - -- Gs-6 3,795 | Secretary to the Division Chief. 

PEED Sada tensscdeneee GS-5 3, 785 | Serves as secretary to Assistant Chief; serves as leave 
and payroll clerk; handles excess typing for other sec- 
tions during peaks. 











CURRENT INFORMATION SECTION 


This section is responsible for responding to all requests in writing, in person or 
by telephone for current information about the electric and telephone programs. 
It handles most of the correspondence assigned to the Division and announces 
REA loans to the press, the trade, and Members of Congress. At the current 
rate of requests the section must produce at least 20 original manuscripts a menth 
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in addition to providing writing assistance to line offices and divisions and handling 
essential requests from borrowers for field assistance. 


Tith Grade Salary Principal duties 


Section head > GS8-13 $9,360 | Directs overall work of Section; personally hand! 
most of the telephone and personal contacts with th 
general and trade press. 

Assistant head GS-12 7,040 | Assists in directing Section: handles writing assig 
ments of special difficulty; provides liaison assistar 
to 2 line divisions. 

Information specialist GS8-1l1 3, 340 | Works full time in telephone program handling cor- 
respondence and providing liaison assistance to t! 
2 telephone line divisions. 

a ‘ GS-11 5,940 | Does research and writing for assigned current infor- 
mation requests; handles liaison with 1 area office 

GS-11 _340 | Devotes approximately half time to writing such radi 

and television material as is requested by networks 

and individual stations. Also handles correspond- 
ence, general writing assignments, and staff liaison 

Performs research and writing for correspondence and 
general writing assignments as assigned; handles 
liaison with 1 area office. 

Posts daily loan announcements to press; prepares 
weekly summary of loan for the trade; notifies con- 
gressional offices of loan approvals; performs research 
as assigned for other writers. 

Secretary (stenography) ---- iS-! 3,535 | Serves as secretary and clerical assistant to Section 
head and personnel. 

Secretary (typing) --- i iS 3,335 | Assists with secretarial, typing and filing work of th« 
Section. Heavy volume of stenographic work re- 
quires full time of 2 secretaries. 


AUDIOVISUAL SECTION 


The work of this Section consists almost wholly of preparing visual materials 
to help the Washington and field staffs work more effectively with borrowers on 
matters of loan security. Examples of this work are layout and illustration of 
program and technical manuals and preparation of film strips for use by staff 


and borrowers. The Section is normally called upon to handle 25 or more such 
major projects in a year. 


Title Grade Salary Principal duties 


Section head GS-13 $8,360 | Plans visual programs and materials; supervises work 
of Section; provides advice and assistance on visual 
matters to staff and borrowers 

Assistant Head _- GS-12 7,040 | Assists in directing Section and serves as Head when 
necessary. Plans visual materials and executes mor‘ 
difficult visual assignments. 

Visual information special GS-11 5,940 | Plans and executes visual materials as assigned. 

ist. 
Do GS-9 5,060 | Supervises photographic library and takes official 
photographs in Washington and the field as assigned 
Designs and produces less difficult visual materials 
such as charts and graphs. 
Handles typing and filing for Section. Maintain 
photographic files. 


PUBLICATIONS SECTION 


This section is responsible for editorial work and frequently much of the writing 
on publications consisting chiefly of technical bulletins and internal manuals for 
expediting the lending and loan security work of the line divisions and offices. 
It also provides editorial service on an occasional consumer’s publication issued 
through the Department, and handles 12 to 15 difficult letters a week. During 
1954 the section will receive for handling the manuscripts of from 25 to 30 
publications. 
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Title Grade Salary Principal duties 


Section head GS-13 $8,360 Directs, assigns, schedules and reviews the work of the 
section. Handles major writing assignments, chiefly 
in the form of correspondence Performs liaison work 
with 1 staff division 

Assistant head GS-12 7,440 Writes and edits publications; develops plans and 

| schedules for publications work; handles corre- 
spondence and provides liaison with | staff division 

Publications writer GS-11 6,140 Does research, writes and edits material for REA 
publications; performs other difficult writing assign- 
ments; provides information liaison with 1 area 
office and 2 staff divisions 

Secretary (stenography) -| GS-5 4,035 Serves as secretary to section head and personne! 


POSITIONS ELIMINATED IN REVISED BUDGET 

The following positions that appeared in the original 1954 budget have been 
eliminated in the 1954 revised budget: 

Rural Electrification News: As a result of the discontinuance of the Rural 
Electrification News, the following positions are being eliminated: 1 GS-12 
publications officer at $7,240 per annum, | GS-11 visual information specialist 
at $6,140 per annum; and 1 GS—4 clerk-stenographer at $3,575 per annum. In 
addition to the total salary saving of $16,955, a saving of approximately $12,000 
a year in printing costs will be made. 

Distribution work: By altering the method of publications distribution to 
borrowers and the public, the position of one GS—5 information clerk at $4,160 per 
annum is being eliminated. 

Other publications work: Also being eliminated is the vacant position of one 
GS-11 publications writer at $5,940 per annum which was expected to be filled in 
1954 as a means of cutting down the backlog of manuscripts awaiting publication. 


UPGRADING 


Mr. ANDERSEN. I would like to say for the record that Mr. Whitten 
probably has done more than any man in Congress in preventing 
excessive upgrading throughout the various agencies of Government. 

Mr. Horan. And taken more punishment in doing it. 

Mr. Wuirren. I appreciate the statements of my friends. Under 
the act which they refer to we did set a limit on the total number of 
permanent employees in Government. ‘The Congress attempted to 
regulate the rate of promotion of individuals in the Government so 
that the average employee had to serve 1 year in the preceding grade 
to be eligible for promotion. We also provided in that act that the 
average grade and salary shall be reported to the Congress each and 
every year, so that Congress may be aware of this matter. And it is 
to be hoped that the Congress each year will take such action as may 
be necessary to prevent excessive increases. 

As I understand your situation, the Civil Service has approved 
these upgradings on a description of each job, although you initiated 
it. In other words, when you reorganized you set up a job descrip- 
tion and asked the Civil Service Commission to pass on it, and they 
in turn have given these new grades for the work done. How can 
we stop that? Would something in our report saying that the depart- 
ment or agency shall be expected to maintain the average grade and 
salaries existing throughout the department prevent this? 

Mr. Roserts. I think that we should be perfectly clear about the 
responsibility of the Civil Service Commission on this matter. | 
would like to correct this for the record, if I may. 

Mr. Wuirren. We would want you to. 

Mr. Roserts. I believe that I am right when I say all jobs under 
grade 15 are classified within the Department under delegated au- 
thority, and are subject only to audit by the Civil Service Commis- 
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grade 15 were submitted to the Civil Service Commission. 

Mr. Wuirren. What started all this was the study of the Commerce 
and Treasury Departments during World War II, which showed that 
they ended up with an average across-the-board upgrading of two 
grades. That did not mean that everybody got it; that meant that 
some got six increases and others got none. As a result the increased 
annual cost was some $1 billion. All Congress did was to try to pre- 
vent that from happening again. 

I hope attention will be given to what the committee can do to 
maintain consistent average grade levels. If the Congress wants 
salaries high, that is one thing, but for the departments or agencies to 
gradually ‘push everybody up is unsound and terribly expensive. 

Mr. Anpersen. At this point I want Mr. Wise to put in the record 
an answer to this question: How many 1- or 2-grade raises to REA 
personnel resulted from the reorganization of the bureau. 

(The information requested is as follows:) 


PROMOTIONS RESULTING From REORGANIZATION 





In the answer to the question regarding the increased number of grades 13, 14, 
and 15 positions it was pointed out that a totally new administrative structure 
had to be established to meet the needs of the growing telephone program and 
the changing nature of the rural-electrification program. A substantial part of 
the 122 promotions listed in the table below were made to fill the new positions 
explained in the previous answer. The same situation accounts for most of the 
promotions at lower grades. 

The establishment of area offices for the electric program has already been 
explained. This resulted in new positions of general field representative, area 
director, assistant area director, secretaries to area director and assistant area 
director, assistant head of Operations Section, and positions responsible for 
accounting advice and assistance to borrowers, internal review of financial reports, 
and advancement of funds. There were 67 promotions in filling positions con- 
cerned entirely with the electric program. 

The establishment of two new divisions to devote full time to the telephone 
program has also been explained previously. Positions in these divisions were 
established at the same grade levels as those prevailing for many years in the 
electric program. There were 39 promotions in staffing the new Telephone 
Loans and Telephone Engineering Divisions. 

The table below also reflects promotions to positions concerned with both the 
electric and telephone programs. Mainly these were in the Division of the 
Controller which was established at the time of the reorganization to provide an 
independent staff review and audit of the. operations of both REA and its bor- 
rowers, as well as to strengthen REA accounting and related activities. This 
Division was established to reflect the best thinking and practices of recognized 
accounting authorities. Fifteen promotions were made in staffing this new 
Division. 

Number promotions resulting from reorganization 


[POOR os. ae een naceek -Aubigite coat pascwh aos aeiew oo 108 
Snes wremintiotss os kk eS es CUA 13 
3-grade promotions - i> apebeee Liab. evueeelads bowdeoleolelancde. 1 


ELECTRIC PROGRAM 
1-grade promotions: 
General field representative GS-12 and 13_____.___..--.-----..---.-- 32 
Area director and acting area director GS-14 and 15________..--_--_.- 5 
ee ee EE PFE oe ae i hake ae eas 46 eae 3 
Secretaries to area director and assistant area director GS-5 and 6____- 5 
Assistant section head, Operations Section GS-12 9 
Field engineer GS-12 5 
Loans specialist (Power Division) GS-13 1 
2-grade promotions:! Government accountant GS—9 (concerned with review 
of borrowers’ financial requests and advance of funds)-_-_-__...--------- 7 


Total electric program 


sion, so I doubt if the individual jobs that are here involved under 
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Number promotions resulting from reorganization—Continued 


TELEPHONE PROGRAM 
|-grade promotions: 
Chief, Telephone E ngineering Division GS—15___-_-.- 
Assistant Chief, Telephone Engineering Division GS-14. .. 
Section head, Telephone Engineering Division GS-13 
Section head, Telephone Loans Division GS-13 
Electronic engineer (assistant to Chief) GS-12 
Loans field representative GS-12 
Operations field representative GS—12 
Electronic engineer (field) ; : wera hither 
Secretaries to chief and assistant chiefs, Telephone Loans and Telephone 
Engineering Divisions GS—5 and 6 
Loan appraiser (telephone) GS-7 
2-grade promotions: 1 
Loan appraiser GS-9 
Loan appraiser GS 
Loan reviewer GS 11 ’ 
Operations analyst GS-7 


3-grade promotion: Loan reviewer GS 


(This was the promotion of an employee from GS-6 to GS-9. The em- 
loyee had previously served in GS-7.) 


BOTH ELECTRIC AND TELEPHONE PROGRAMS 


l-grade promotions: 
Government accountant (examination manager) GS-13 
Government accountant (examination field supervisor) GS-12 
Government accountant (policies and procedures) GS-13 
Government accountant (in charge, internal examination) GS-13 
Assistant Chief, Information Services Division GS—13 


o— — 


2 
1 
9 
1 
7 


1 
1 
1 


Other promotions to positions existing before July 1 which were effected on July 1, 1952, 
and which were the result of (1) turnover, (2) normal position changes that had been 
held pending reorganization, (3) typists becoming qualified as stenographers, etc. 


Number 


l-grade promotions 
2-grade promotions 


l-grade promotions: 
Administrative officer (program analyst) GS-15 
Administrative officer (assistant program analyst) GS-14_- 
Gove ernment accountant (assistant controller in charge examination) 
Information specialist (C hief, Information Services Division) GS- 14_ 
Administrative officer (Chief, Personnel Division) GS-14 
Publications officer GS-13 
Electrical engineer (head, Power Requirements Section) GS- 
Budget officer GS-13 
Business accountant (head, Internal Examination Section) GS-13___ 
Administrative officer (Assistant Chief, Personnel Division) GS-13 
Me eg and methods examiner, (head, Management Section) 


E lee ‘tctoai engineer (head, E ngineering Section) GS-13 
Organization and methods examiner (electric management spe cialist) 


Visual information officer GS-12 

Information officer (assistant head, Current batpemation Section) GS-12_ 

Administrative officer (assistant head, Loans Section) GS-12____- 

Administrative officer (assistant head, Electric Retail Rate Section) 
GS-12_ _-_- 

Electrical engineer (field) GS-12 

~~ officer (assistant section head, Senet Loans Division) 

-12.. 


! All 2-grade promotions were from GS-5 to 7; GS-7 
promotions because they are properly classified at 2-grade intervals. 


80505—53—pt. 3 2% 
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to 9; or GS-9 to 11 in positions approved for 2-grade 
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Other promotions to positions existing before July 1 which were effected on July 1, 1952 
and which were the result of (1) turnover, (2) normal position changes that had bee) 


held pending reorganization, (3) typists becoming qualified as stenographers, etc. 
Continued 


l-grade promotions——Continued Number 
Government accountant GS-—12_________- 
Administrative assistant (loan reviewer-electric) GS—9_.__ 
Insurance examiner GS-7 
Administrative assistant GS-7 ; 
Secretary (stenography) GS-6 5 ; ‘ 2 
Time, leave and payroll clerk GS-6 | 
Secretary (stenography) GS—5- : Ss 6 See cee es ee 5 
Government accountant (budget clerk) GS—5 : n tach 2 
Clerk-stenographer or secretary (stenography) GS—4_ -_- 
2-grade promotions: 
Administrative officer GS-11 ‘ ‘i 
Home economist (home electrification specialist) GS-11 
Administrative officer (management field representative) GS-11 
Organization and methods examiner GS-11 
Administrative officer (field representative, loans) GS-11 
Government accountant (examiner) GS—11____- 
Budget analyst GS-11 : 
Information specialist GS-11 
Administrative officer (loan appraiser) GS-11 
Administrative assistant (loan appraiser) GS-9 
Administrative assistant (loan reviewer, telephone) GS-—9_ 
Government accountant (budget) GS-7 


] 

l 

2 

) 

: 

ehh -wbriseeNrS 3 
a . eee I 
] 

2 

$ 

| 

| 










REDUCTION IN REA ASSISTANCE TO 





COOPERATIVES 


Mr. Larrp. I have a question along the lines of this reorganization. 
I received a letter from a constituent stating that he attended a meet- 
ing of the REA cooperative at which Mr. Wickard appeared and indi- 
cated that the individual co-ops were going to be left more to their 
own devices now that the’spadework and various advisory and engi- 
neering work had been completed in Washington. 

Mr. AnpEeRSEN. That was one of the reasons given us for the 
reorganization. 

Mr. Wiss. It has resulted in a 13 percent reduction in the number 
of people. 

Mr. Larrp. At this particular convention Mr. Wickard pointed out 
that this was the purpose of the reorganization. Then he stated that 
in his copy of the Wisconsin REA News, shortly after the convention, 
he read that three new field specialists had been appointed to the 
particular area up there to advise and help the REA program, and 
that their job was primarily public relations work in the area. 

Is that the case? What were the field specialists assigned for? Is 
the information contained in this letter correct? 

Mr. Wiss. Thatis wrong. He is referring to the field representative 
job that I described a while ago, which we classified as 13 or 12, 
because we did not think anyone of less ability could handle it. He 
is an overall management man and he meets with the borrowers 
periodically to work out their long-term programs. No one else from 
REA will have any contact with that borrower unless he and the 
borrower agree that some special service is needed.: 

Mr. Larrp. Are three referred to in this letter assigned to the Dairy- 
land Cooperative area? 

Mr. Wisr. They average 1 per 20 cooperatives. In Wisconsin we 
would not have three. In Wisconsin and the surrounding area it 
would be three. 








Mr. Larrp. In getting information to answer this letter my office 
staff was informed that the three men referred to must be Robert 
Morris, John H. Myhre, and Robert Turner. 

Mr. Wise. If Myhre has any Wisconsin cooperatives, it is only 
1 or 2. He is in the northern part of Minnesota. Mr. Turner, I 
believe, may have some cooperatives in Wisconsin. He also goes into 
Iowa. Mr. Morris is in Wisconsin. 

They are top management people and do not do public relations 
work at all. 

Mr. Lartrp. They were assigned under this reorganization plan in 
the area. 

Mr. Wise. But replacing other people already there. We had 
engineers, accountants, management and loan people. This one man 
replaces all. We have a few specialists who can be called on by these 
general field representatives, to go and assist the borrower if the bor- 
rower requests assistance that cannot be obtained from other sources. 
As a result of the reorganization there was an immediate reduction of 
130 people. 

Going back to 1951, we had 1,131 employees in our electrification 
program. We reduced that 162 in 1952, 130 more in 1953, and the 
proposed budget reduces it 160 more, or a total reduction of 452 
people since 1951. I submit to you, gentlemen, that is just about 
dewn to rock bottom. That is my personal opinion. If you go below 
that we will not be able to carry out the $120 million rural electric 
program, and it will represent a definite impairment to the security of 
the $2 billion in loans which is Gutstanding. 


PERSONNEL DIVISION 


Mr. Anpprsen. I would like for you to discuss the work of the 
Personnel Division in which there are 45 positions. 
(The information requested is as follows:) 


PERSONNEL DIvIsION 


The original 1954 budget submission showed 45¥positions in the Personnel 
Division. Of this number 20 employees were performing “‘personnel’’ functions 
and 25 were engaged in “nonpersonnel’’ activities. The 25 “nonpersonnel’’ 
positions included 15 engineer and administrative trainees attached to the Person- 
nel Division for training purposes only, and 10 employees in the Stenographie Unit. 

In the revised 1954 budget submission the total number of employees attached 
to the Personnel Division was cut from 45 to 20. The cuts were allocated as 
follows: number of employees engaged in personnel activities reduced from 20 
to 14; stenographie unit reduced from 10 to 6 employees; and the entire group of 
15 trainee positions abolished. 

Following is a staffing pattern for the Personnel Division: 


OFFICE OF THE CHIEF 
Chief, Personnel Division, GS-14. 
Assistant Chief, Personnel Division, GS-13. 
Secretary, GS-6. 
Secretary, GS—5. 

CLASSIFICATION AND ORGANIZATION SECTION 

Head, classification and organization section, GS—12. 
Position classification clerk, GS-5. 

EMPLOYMENT SECTION 
Head, employment section, GS-12. 


Placement officer (2), GS-9. 
Secretary, GS-5. 
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APPOINTMENT AND RECORDS UNIT 


-~ 


Head, appointment and records unit, GS-7. 
Appointment clerk, GS—4, 


TRAINING SECTION 


Head, Training Section, GS-13. 


Secretary, GS-5. 
STENOGRAPHIC UNIT 


Stenographic Unit Supervisor, GS-6. 
Clerk-typist (5), GS-3. 

The Personnel Division of REA is composed of the Office of the Chief, Classi- 
fication and Organization Section, Employment Section, Training Section, and 
Employee Relations, Safety and Health Section. 

Through these various sections we attempt to provide our organization with 
the personnel services necessary for good and sound administration. 

The Personnel Division operates with almost complete delegation of authority 
from the Department Office of Personnel and is responsible for the functions of 
classification of positions, recruitment, placement, execution of the promotion- 
from-within policy, training, personnel relations, employee services, processing of 
personnel actions, etc. 

There are no personnel assistants or personnel clerks in the various offices and 
divisions of the agency. The personnel function for both departmental and field 
employees is generally centralized in the Personnel Division. The personnel pro- 
gram is carried out more efficiently and economically in this way. Instead of 
having about a third of a man-year in each of our 16 division and area offices 
devoted to personnel administration, the same functions can be carried out with 
much less manpower in the Personnel Division. However, those functions which 
ean be delegated to the various divisions and offices are so delegated, such as the 
granting of leave, writing of class sheets, etc. 


Office of the Chief 


The Chief and Assistant Chief, Personnel Division, are responsible for the 
following activities: 

1. Planning, directing, and review of division’s functions including: Personnel 
policies and staff instructions, classification of positions, pay, hours of work, prepa- 
ration of organization charts, interviews, recruitment, qualifications, placement, 
promotions, reassignment, reemployment, reduction in foree, furloughs, leave, 
utilization, recognition, performance ratings, conduct, investigations, disciplinary 
actions, health, safety, welfare, adjustments, appeals and grievances, Managers 
conferences, review of managers’ selection, advice on borrowers personnel prob- 
lems, agency conference arrangements, inquiries concerning applicants, present 
personnel or former personnel. 

2. Performance of most difficult or most important of above functions when 
directed or as indicated by the nature of the problem. 

3. The Chief and Assistant Chief perform individual assignments and service 
on committees or groups such as Policy Advisory Committee, Manager Selection 
Review Committee, Efficiency Awards Committee, Department-wide personnel- 
management committees, Security Officer, Civil Defense Coordinator, Organiza- 
tion and Methods Committees and functions. 

4. The 2 secretaries in the Office of the Chief perform secretarial, stenographic, 
clerical, and typing work for Office of Chief and Awards Committee, and overflow 
typing and secretarial work for the 4 sections, collections for group hospitalization. 


Classification and Organization Section 

The head, Classification and Organization Section, is responsible for the analysis 
and classification of positions in accordance with the Classification Act of 1949. 
In this connection he conducts investigations and surveys, works on departmental 
committees in connection with the development of classification standards, and 
renders technical advice and assistance to the entire organization on classification 
matters. He conducts the annual review of all positions in the agency for accuracy 
of classification in accordance with Department policy and section 1310d, Supple- 
mental Appropriation Act, 1952. 

In addition to the above, the head, Classification and Organization Section, 
conducts studies of organizational arrangements, advises in the determination of 
the organization structure, and prepares functional organization charts and 
statements 
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The position classification clerk performs the necessary clerical and typing 
operations of the section. 


Employment section 


The head, Employment Section, plans and directs and performs the following 

nections: Recruitment, interviewing and evaluating applicants for employment, 
placement of employees, promotion-from-within program, reduction-in-force pro- 
grams, civil-service examinations, employee relations, safety and health, employee 
compensation, processing personnel actions, advice to employees and supervisors 
on leave regulations, retirement, analysis, and recommendations on disciplinary 
cases. 

The two GS-9 placement officers interview applicants, answer inquiries, effect 
proper placement of employees, advertise vacancies, develop qualification stand- 
ards and specifications for civil-service examinations, handle appeals and griev- 
ances, advise supervisors and employees on civil-service regulations, retirement, 

ave, emplovee compensation, carry out reduction-in-force reassignments or sep- 
arations, and conduct employee relations, safety and health activities. 

The head, Appointment and Records Unit and the appointment clerk process 
personnel actions such as appointments, separations, promotions and reassign- 
ments, within-grade pay increases. This Unit is also responsible for the mainte- 
nance of all personnel files and answering inquiries. In addition, the Unit head 
prepares numerous statistical reports in connection with personnel activities of 
the agency. 

Training Section 

The head, Training Section plans and executes a program of employee train- 
ing to achieve the maximum utilization of personnel. This includes: Planning 
and directing orientation programs to acquaint new employees with the organiza- 
tion functions and objectives of the agency; planning and coordinating annual 
and interim field conferences which provide direct communication between head- 
quarters and field staff regarding policies, procedures, and general operations; 
planning and directing supervisory training programs designed to acquaint super- 
visors with the highly specialized and difficult techniques of supervision; planning 
and coordinating conferences for borrowers, new managers, and respective board 
presidents to acquaint them with REA and with the nature and extent of technical 
assistance available; planning and executing a training program for individuals 
and groups of foreign visitors as requested by Technical Cooperation and the 
Mutual Security Administration; advising operating personnel in regard to 
on-the-job training; administering and interpreting regulations in regard to the 
performance rating program and providing training for supervisors in training 
techniques. 

The secretary GS-5 performs the secretarial and clerical work necessary for the 
functioning of the section. 

The supervisor of the Stenographic Unit plans and conducts special training 
programs for secretaries, stenographers, and typists hired by the Administration. 
She supervises the day-to-day activities of the Stenographic Unit which performs 
a great volume of typing work for the various divisions and area offices. She 
assigns Unit employees throughout the Administration in response to requests for 
stenographic and typing assistance. 

The 5 clerk-typists attached to the Unit perform general typing duties in the 
Section. When assigned to the various divisions and offices, they perform miscel- 
laneous secretarial, clerical, and typing duties. 


ADMINISTRATIVE SERVICES DIVISION 


Mr. ANDERSEN. I would like for you to discuss the Administrative 
Services Division, where you have 62 positions, and also the executive 
offices in which you have 19. Do that in detail, please, for the record. 

(The information requested is as follows:) 


ADMINISTRATIVE SERVICES Division 


The Administrative Services Division is responsible for the nonfiscal house- 
keeping functions of REA. The revised budget for fiscal year 1954 includes a 
staff of 53 positions for this Division. This is a reduction of 16 percent from the 
staff of 63 included in the 1954 printed budget for this Division. 
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The staffing pattern for the Administrative Services Division is as follows 
Office of the Chief: 

Administrative officer (Chief), GS—12__ ; l 
Secretary (stenography), GS-5 














Total 





Production Control Section: 

Organization and methods examiner (head), GS—11- l 
Examiner, GS-9 a — 
Statistical clerk, GS-5 7 : 4 : ) 
Statistical clerk, GS—4 





Total 






Property and Space Management Section 
Administrative assistant (head), GS-9 
Administrative assistant (assistant head), GS-7 : l 
Clerk, GS-4 







Total 













Procurement Unit: Procurement clerk (assistant head), GS-4______- l 
Property Accountability Unit: 
Supply clerk (head), GS-5_- 
Supply clerk (assistant head), GS-4 
Supply clerk, GS-3 
Supply clerk, GS-2 : . _ 
Laborer, CPC-2____. ; 3 





4 ; J 

mate nin oe ; l 
] 

l 








Total 


Communications and Records Management Section: 
Records management analyst (head), GS—9-__- : 
Records management analyst (assistant head), GS—7_ l 
Clerk-typist, GS-3 






















Total_ _ - 






Central Records Unit: 
File clerk (head), GS—5- , 
File clerk (assistant head), GS—4 
File clerk, GS-3 

File clerk, GS-2 


Total 






Mail Unit: 
Mail clerk (head), GS—5__________-- 
Mail clerk (assistant head), GS—4__- 
Mail clerk, GS-3 

Mail clerk, GS—2__. 
Messenger, CPC-—3 ; 
Messenger, CPC-2___. 


EN eek mara ei ot 






Mapping Service Section: 
Cartographer (head), GS-11 - ] 
Supervisory cartographic aid, GS-7... ............5-.-----.-.------ l 
LASCRRONIIS DML AMONG > Suitialeiwds ed ddnuliaugs waeedeeGhet dic kee cn ] 
Cartographic draftsman, GS—5- 3 


Detebiwd.u i. 


Grand total_ 


121] 


The duties and responsibilities of the various employees in the Administrative 
Services Division are described below. 


OFFICE OF THE CHIEF 


Administrative officer—Chief, GS-12 

lhe Chief of the Administrative Services Division is responsible for the general 
lirection housekeeping activities of the agency which includes (a) administration 

the production control system which is designed to bring to the attention of 
he Administrator delays in the processing of documents involved in the loan 
und construction phases of the REA program; (6b) development of mapping 
standards required for mapping of borrowers systems and the provisions mapping 
and relating services for other divisions in REA; (c) procurement, allocation and 
yntrol of space, property, and supplement; (d) management, control and coordi- 
nation of the messenger service, records and files; (e) liaison with the Office of 
Plant and Operations in the Department required to provide reproduction and 
juplication services to REA divisions. 

Che Secretary GS—5 to the Chief, Administrative Services Division performs the 

cessary secretarial, clerical, and typing work involved in the immediate Division 

ef’s office. 

PRODUCTION CONTROL SECTION 


Organization and methods examiner (head) GS-11 


Head of the Production Control System is responsible for supervising the collec- 
tion of data, the maintenance of records and preparation of weekly reports on the 
ress and status of loan and construction activities for both the electrification 

I af telephone programs His duties also involve (a) conferring with the executive 
fficer and responsible line officials to establish appropriate control points and 
standard time schedules for progress between successive points involved in the 
an and construction phases of both the electrification and telephone programs; 
b) development of procedures and records required for preparing weekly status 


al d progress reports. 


Organization and methods examiner GS-9 
Assists the Section head with the planning and direction,of the activities of the 
Production Control Section which include preparing weekly for each program the 
following reports: (a) Slow rate report; (b) progress report; (c) construction rate; 
d) work in process. In the preparation of such reports data from approximately 
15,000 field construction reports and 3,300 internal control reports are reviewed 
1 recorded by this Section. 
Statistical clerk GS-5 
Performs statistical and procedural analysis work relating to the production 
control and progress of the rural electrification and telephone programs including 
ich duties as the following: (a) prepares weekly statistical reports; (b) establishes 
and maintains records showing the status of REA projects; (c) prepares charts, 
reports and surveys relating to production control. 
Statistical clerk GS-4 
Performs statistical clerical work in connection with production control of 
related documents involved in the lending and construction process including such 
duties as (a) maintaining control records; (b) performing certain computations and 
forecasts; (c) preparing agendas for weekly production control meeting, providing 
information on the status of projects. 


PROPERTY AND SPACE MANAGEMENT SECTION 


Administrative assistant (head) GS-9 

The head, Property and Space Management Section directs and is responsible 
for the space allocation and control, and the procurement and property manage- 
ment activities of REA. This includes (a) responsibility for planning and direct- 
ing the procurement of property, equipment, supplies, and service for the agency ; 
b) the allocation, control, and leasing of space and the maintenance of space, 
plans, records, and reports; (c) directing surveys for efficient utilization of space 
and property; (d) the maintenance of adequate building services and maintenance; 
the processing of all requisitions for duplicating, photostating and other printing. 
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Administrative assistant (assistant head) GS-7 


/ 


Assists the head, Property and Space Management Section, in carrying out 
the above functions and responsibilities. 


Clerk GS-4 


Performs clerical work in connection with space allocation and eontrol, pr 
curement and property management activities. 














PROCUREMENT UNIT 


Procurement clerk GS 


Performs clerical work with respect to the purchase of material and supplies 
from Government schedule contracts and in the open market including examina- 
tion of requisitions for purchase of materials and supplies and assistance in deter 
mining most economical and practical method of procurement. 





PROPERTY ACCOUNTABILITY UNIT 














Sipply clerk (head) GS-5 


As head, Property Accountability Unit, is responsible for the issuance of ani 
accounting for all REA property and equipment; acts as receiving officer and is 
responsible for receipt, inspection, and prompt reporting of equipment, material 
and supplies Responsible for agency duplicating and photographic work ar 
for maintaining and issuing supplies of REA forms, bulletins and staff instructions 


Supply clerk (assistant head) GS 


; 


Assists the unit head in carrying out the functions of the section and performs 
such duties as (a) making periodic checks and surveys of physical property 
(b) cheeking invoices and inspecting new property, material, and supplies, and 
maintaining records of receipts; (c) reviews requisitions for reproduction; super- 
vises moving and transferring of space within the agency. 
















Supply clerk GS-3 

Performs such work as the following: Processes photographic and duplicating 
requisitions, files negatives and plates of work done, runs ditto maehine, main- 
tains files of photographic negatives and plates used in reproducing writte1 
material. 
Supply clerk GS—2 

Serves as stockroom clerk receiving and filling requisitions for, and maintaining 
a supply of, REA issuances and forms. 
Laborer CPC-—2 


Performs unskilled manual labor, such as moving furniture and uncrating 
supplies, and serves as messenger for delivering supplies and equipment. 
























COMMUNICATIONS AND RECORDS MANAGEMENT SECTION 








Records management analyst (head) GS-9 


The head of the Communications and Records Management Section is respon- 
sible for the direction, development and organization of the work involved in the 
controlling of all records and communications in REA. As section head, directs 
surveys and studies of records and communications procedures and development 
controls for protecting valuable confidential materials. As Records Management 
officer for the agency, acts as liaison with and is responsible for interpretation of 
policy and procedure set forth by the Office of Plant and Operations and through 
that office with the procedures and directions of the General Services Adminis- 
tration in connection with surveying, evaluating, retiring and disposing of non- 
current REA records. 


Records management analyst GS-7 


Assists the section head in planning, executing, managing and coordinating 
programs for the control of all records and communications in REA. Conducts 
surveys of records and communications procedures and recommends establish- 
ment of methods most suitable to REA’s needs. 


Clerk-typist GS-3 


This position includes secretarial and clerical assistance to the head of the 
section. Handles routine work, receives incoming communications, and main- 
tains records for the section. 








j- 
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CENTRAL RECORDS UNIT 


clerk GS-5 


Is responsible for the maintenance of adequate central files of all documentary 
terial for the REA. Supervises the classification, indexing and filing of all 

imentary material. Plans for necessary expansion of existing files and super- 
es the setting up of new files as required. Trains new employees in the unit 


erk GS-4 
Assists with the planning of methods and procedures for the classifying and 

of documentary mterial. Assists in maintaining appropriate office and 
ng records, and assists with instructing new employees in the unit. 

erk GS-8 
[his position includes classifying, sorting and filing material in the various 
isions and the Central Records Unit. Maintains records of volume, flow, and 


ds of work processed. 

e clerk GS-2 

Serves as file clerk in the Unit. Receives, sorts, and files previously classified 

aterial 

MAIL UNIT 

Vail clerk GS-4 

Is responsible for all activities of the Mail Unit. These include review and 

terpretation of administrative memorandums, Department regulations and Post 
Office regulations. Responsible for the classification, routing, and distribution 
f all incoming communications, the dispatching of all outgoing communications 
and the maintenance of adequate messenger service. 
Vail clerk GS-4 

Shares the responsibilities for all of the activities of the Mail Unit. Acts as 
working superior of a group of clerks engaged in classification, routing, and dis- 
tribution of incoming communications and the dispatching of outgoing com- 
munications 


Vail clerk GS-3 

Performs clerical tasks involving reading, classifying, and routing incoming 
mail and other communications. Records registered mail and dispatches imme- 
liately by special messenger. Prepares outgoing mail for mailing. 


Vail clerk GS-2 


Includes tasks involved in the sorting and distribution of incoming mail. 
Keeps daily reports of mail classified. Assists in dispatching of outgoing mail. 


\Vlessenger CPC-3 

Serves as special messenger, makes outside trips to the various Government 
ranches, departments, and offices for delivery and collection of messages, docu- 
nents, correspondence, etc., frequently of a valuable or confidential nature. 
Performs minor clerical duties. 
Vi SS8¢ nge r CPC 2 


Includes the collection and delivery of mail, telegrams, and other material. 
Opens and stamps incoming mail, seals and stamps outgoing mail. 


MAPPING SERVICE SECTION 


Cartographer GS—11 (Head) 

The head of the Mapping Service Section is responsible for developing mapping 
standards for use in the REA electric and telephone programs. As section head 
he plans and devises methods required for map preparation; develops base and 
special maps, charts, and graphs. Assists areas and divisions concerned with 
their mapping problems. 


Supervisory cartographic aid GS-7 

The duties and responsibilities of this position include the following: (1) Inter- 
preting and compiling cartographic data used in the preparation of two-color 
State electric facilities maps showing certain physical and cultural features, all 
REA-financed distribution and transmission lines, generating stations, substations, 
metering points and related information, and the distribution and transmission 
lines of public and private utility companies; and (2) supervising the preparation 

















1214 


of maps, charts and graphs used by the Agency including specialized maps to 
depict various phases of and problems encountered in the prosecution of the REA 
program involving difficult line work in the expert drafting of physical and cultura! 
features and electric and communications lines. 

Cartographic aid GS-6 


The duties and responsibilities of this position include the compilation of 


cartographic data and the preparation of maps, charts, and graphs of the type 
described above. 


Cartographic draftsman GS-6 
This position involves the performanée of difficult and responsible drafting 
work in preparing maps showing REA financed facilities. 


OFFICE OF THE EXECUTIVE OFFICER 





The Office of the Executive Officer is part of the Office of the Administrator 
The original 1954 budget submission listed a total staff of 19 employees in the 
Office of the Executive Officer. This number was cut to 15 employees in thx 
revised 1954 budget. 


The staffing pattern for the Office of the Executive Office is as follows: 
Executive officer, GS-15___- , ty A ; | 
Secretary, GS-6 















Total _ _ 
Budget staff: 
Administrative officer (budget), GS-13. 
Budget analyst, ¢ 1 7 
Budget analyst, ¢ 
Budget analyst, ¢ 
Secretary, GS-5 






t 
‘ 
7 
‘ 
r 
‘ 
Ee Ceo mee am eee otiob amon Ob e = ed HOO O06 who Oem oNee 





Total _ ‘ 
Management engineering staff: 
Organization and methods examiner (Management engineer), GS—13___ 
Organization and methods examiner, GS-12 
Organization and methods examiner, GS—11_- slau. 256 
Organization and methods examiner (forms), GS—9_ 
Organization and methods examiner (forms), GS—7-_ 
Secretary, GS-5 ‘ 
Clerk-typist, GS-3 














Total 


The duties and responsibilities of the various employees in the office of the 
executive officer are describea below. 










EXECUTIVE OFFICER GS-15 









The Executive Officer assists the Administrator in the overall direction and 
coordination of ageney programs. The more important functions inelude (a) 
interpreting agency policies and procedure for division chiefs and area directors 
and advising them on its application; (b) analyzing and evaluating for the Ad- 
ministrator the conduct of the agency’s programs, reeommending such corrective 
action as may be required and directing its application in accordance with ad- 
ministrative direction; (c) direct responsibility for the formulation and execution 
of the agency’s budget, and (d) direct responsibility for the agency’s adminis- 
trative management activities, including its organization and methods program. 
The Secretary GS-6 to the Executive Officer performs the necessary secretarial, 
clerical and typing work in the immediate Office of the Executive Officer. 














BUDGET STAFF 






Administrative officer (budget) GS-13 


The Budget Officer is immediately responsible for the budgetary administration 
of the agency. He directs and is responsible for the functions of the Budget Office 
which include development and justification of annual estimates for loan and 
administrative funds; budgetary management and administrative control of 
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these funds within all applicable restrictions and limitations; financial planning, 
budgetary and financial negotiations within REA and with the Department, 
Budget Bureau, and the Congress and its agencies; work in connection with 
organization, policies, and procedures to achieve more effective budgetary and 
financial management and control; the Budget Officer reviews and recommends 
programs of assistance for borrowers in financial difficulty; and prepares and re- 
views reports to the Congress, the Department, the Budget Bureau, and the 
public. 


Budget analyst GS-11 


The budget analyst assists the budget officer in budget planning and execution; 
works with and advises superior on formulation and installation of budgetary 
policies and procedures, standards and requirements for allotment and limitation 
control of all funds and personnel; works with, assists and advises divisions and 
area Offices in the development of budget plans and requirements, development 
of workload data, ete.; aids in and generally supervises the preparation of special 
reports; integrates budget programs with the work of the management engineering 
staff in order to coordinate such programs with production and workload factors. 
In the absence of the budget officer assumes responsibility for the work of the 
Budget Office. 


Budget analyst GS-9 


The duties and responsibilities of this position include the following: Analysis 
of workload data submitted by the various divisions to determine whether it is 
reasonable and consistent with proposed staffing; develops cost estimates of 
objects of expenditure and organizational units from basie information as to 
proposed staffing; prepares budgetary schedules in final form for submission to 
the Bureau of the Budget; assembles data for special budgetary reports; develops 
and recommends operating budgets for divisions and area offices by quarter and 
by object of expenditure as a basis for allotments of administrative funds; main- 
tains schedules of planned and actual allotments. 


Budget analyst GS-7 


The duties and responsibilities of this position include: Analysis of budgetary 
data submitted by various divisions and area offices; prepares less complicated 
budgetary reports; prepares basic data for special reports to Congress, Bureau of 
the Budget, USDA Office of Budget and Finance; as required, works with divi- 
sions and area offices in developing operating budgets; with superior develops 
controls over rates of obligations in relation to apportionments and allotments, 
ete.; maintains control of budgeted positions of the agency. 


Secretary GS-64 
The incumbent of this position serves as secretary and clerical assistant to the 
budget officer, and performs the secretarial, clerical and typing work required in 
the Budget Office. 
MANAGEMENT ENGINEERING STAFF 
Management engineer GS-13 


The incumbent of this position is responsible for planning and directing the 
activities of the management engineering staff in providing the organization and 
methods program and the management improvement activities of REA. The 
major activities of the management engineering staff include: Operating surveys 
to examine and study the operations of organization units, functions and proce- 
dures as the basis for identifying opportunities for management and program 
improvement; in cooperation with staff and line divisions develops or assists in 
developing new or improved organization and methods of operation—both pro- 
gram and administrative; reviews and assists in the development and prepara- 
tion of REA bulletins and staff instructions which present REA policy and pro- 
cedure for the use of borrowers and the staff of the Agency; develop and prepare 
the forms required by REA program and its administration and establish and 
execute an effective forms control program for the Agency; arrange for reproduc- 
tion of written material including methods of reproduction, scheduling, and 
advice and assistance in preparation of final copy. 


2 Organization and methods examiners GS—12 


The incumbents of these positions assist the Management Engineer in the 
planning and execution of the program of organization and methods activities 
with respect to all areas of REA administrative and program operations; plan 
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and conduct organization and methods surveys and studies for the purpose of 
establishing and maintaining the most effective administration for the agency 
and its. program; assist personnel of staff divisions in the appropriate techniques 
required for the preparation and issuance of effective written policy and procedure; 
establish standards for work performance and work methods; develop and main- 
tain the plan for the operation of the agency’s management improvement program, 
and guide and coordinate the establishment and execution of individual manage- 
ment improvement projects; assist in the preparation of REA bulletins and staff 
instructions which present REA policy and procedure for the use of borrowers 
and the staff of the agency. 






Organization and methods examiner GS—11 


The duties and responsibilities of this position include the following: plans and 
conducts studies and surveys of administrative and program activities in the 
various divisions and offices of the agency for the purpose of achieving the most 
efficient and economical organization and methods of operation: in connection 
with those studies and surveys reviews and analyzes organization structure, 
policies and procedures, personnel utilization, management standards and con- 
trols, records and forms, etc.; prepares reports on such surveys, recommending 
required changes where necessary; works with agency personnel in identification 
and solution of management problems such as distribution and flow of work, 
improvement of procedures; works with other members of the organization and 
methods groups in administering the agency’s policy and procedure system, 
developing standards for its use and assisting divisions and offices in preparation 
of written material. 


Organization and methods examiner (forms) GS-9 


The incumbeat of this position is responsible for the analysis and design of all 
forms of the agenecv. Reviews, develops and standardizes new and existing 
REA forms to meet the requirements for specific use in external and internal 
operations and to comply with the Federal Reports Act of 1942, the specifications 
of the Bureau of the Budget, and the principles of good forms design and control. 
Studies purpose of each form to determine need for revision, elimination or 
consolidation of existing forms. Confers with officials of the various divisions 
and offices regarding the procedures and purposes of forms in order to determine 
their needs for new or revised forms and gives them advice and assistance in 
regard to their needs. Maintains a program of forms control. Performs other 
related duties. 


Organization and methods examiner GS-7 


Under the supervision of the organization and methods examiner (forms) GS—9 
the incumbent of this position analyzes, reviews, and designs agency forms in 
accordance with program and administrative requirements, departmental regula- 
tions, and Budget Bureau standards. Designs and prepares finished drafts after 
careful study of existing forms for revision, consolidation, simplification, or elimi- 


nation. Classifies new and existing forms by function, organization, and numeri- 
cal order. Recommends estimated quantity to be reproduced and the most 
suitable process of reproduction. Works with operating and staff personnel in the 


agency regarding the layout, design, and purpose of proposed forms. Studies 
basic intent of and develops forms to provide for the most effective performance 
of functions. 


Secretary GS-5 


The incumbent of this position serves as secretary and clerical assistant to the 
management engineer GS-13 and performs the secretarial, clerical, and typing 
duties required in this office. 


Clerk-typist GS-3 


The incumbent of this position performs clerical and typing duties, primarily 
for the GS-12 and GS-11 organization and methods examiners. 


Mr. ANpERsEN. What is done in the REA relative to films and 
motion pictures? 


WORK ON FILMS AND MOTION PICTURES 


Mr. Wise. REA employs no specialized motion-picture personnel. 
When a motion picture is determined to be necessary for adminis- 
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tration of the program, it is made for REA under contract by the 
Motion Picture Service of the Department of Agriculture. Three 
such motion pictures have been made in the 18-year history of the 
program. The latest was the Telephone and the Farmer produced in 
1951 as a means of assisting rural people to participate in the rural 
telephone program. 

It is anticipated that in 1954 three or four short motion pictures on 
technical subjects may be produced. These would be low cost 
productions averaging about $1,500 each. Each picture would be 
essentially a filming of a lecture-demonstration by a member of REA’s 
technical staff. The prints would be loaned to statewide organizations 
as requested for showing at meetings of borrowers, directors, managers, 
and other personnel. This would enable the training information to 
be brought to a larger audience with less use of REA staff time and 
travel funds. ‘Two such training films are now in production—one 
on voltage problems and one on elimination of radio and television 
interference. Among the subjects under consideration for 1954 are 
lightning protection, meter maintenance, chemical brush control, oil 
circuit reclosers, grounding, underground corrosion problems and 
equipment performance. ‘Training material on these subjects is not 
available to borrowers from any source other than REA. 

The only film work which REA proposes to perform with its own 
staff in 1954 is the production of a series of film strips for the use of 
general field representatives in presenting specialized subject matter 
to the directors and managers of borrower systems. This work relates 
directly to REA loan security. Several such film strips have already 
been produced and field representatives report that they are extremely 
helpful in stimulating discussion at statewide meetings and borrower 
board meetings. In addition to their use by the REA staff, some of 
these film strips are also useful to borrowers in presenting information 
to the membership. Among the subjects on which film strips of this 
nature are scheduled to be produced in 1954 are: The Capital Credits 
Plan, Methods of Achieving Area Coverage, How To Conduct a Tele- 
phone Sign-up Survey, Farm Water Systems and Irrigation and various 
phases of rural utility management such as Policy Formulation, Per- 
sonnel Problems, and Billing and Collecting Procedures. On these 
film strips REA personnel develop the strip and prepare the necessary 
art work and photographs. The material is then turned over to a 
commercial firm which does the film work under a contract with the 
Department of Agriculture. 

Mr. AnpgERSEN. | would like to know what use you make of IMB 
machines in your organization. 


RENTAL OF BUSINESS MACHINES 


Mr. Wise. IBM machines are used for the following program 
operations: 

(a) Loan accounting: This includes the billing of borrowers for 
interest and principal due on their loans; preparation of receipt state- 
ments reflecting payments submitted by borrowers; and maintaining 
individual account records for each borrower. Interest and principal 
due each billing period are calculated on the machines. Also, the 
status of the debt service of borrowers is summarized periodically. 
About 10,000 loan accounts are processed each quarterly billing 
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period. Conversion to IBM machines has allowed the consolidation 
of the bills into one quarterly statement for each borrower, regardless 
of the number of notes outstanding, instead of a separate bill for each 
individual note. The number of statements sent to borrowers has 
been reduced from about 60,000 to 12,000 annually. The new forms 
are simpler and provide more useful information to borrowers about 
their indebtedness to REA. The machine procedure enabled REA to 
establish uniform due dates at the end of the month, to coincide with 
the end of the borrowers’ accounting periods, thereby avoiding the 
need for adjustments. 

(6) REA annual statistical report: Loans approved, advances, rev- 
enues, expenses, kilowatt-hour sales, number of consumers, and other 
statistical data are shown for each REA borrower. State and United 
States summaries of these data are made. Also, other statistical 
table classifying the data in various ways are prepared. Data are 
obtained from 12,000 monthly reports submitted by approximately 
1,000 REA borrowers. In addition, other data are obtained from 
various records maintained by REA. The annual statistical report 
is printed directly from listings of the punchcards. These same cards 
are used to prepare the State, United States, and other summary 
tables. 

(c) Tabulations and computations for management analysis of 
borrowers operations and other purposes: Cards are punched 
regularly from the 12,000 monthly operating reports submitted by 
about 1,000 borrowers. Kilowatt-hour consumption data are sum- 
marized by class of consumer on ap annual basis, and average consump- 
tion per consumer is computed. Net worth of each borrower is com- 
puted annually. Various other ratios, averages, and summaries are 
made. These are used by the area offices and other divisions in the 
analysis of borrowers operations and in determining various criteria 
for priority of certain activities. 

(dq) Loans approved and advances: Puncheards are prepared on 
each loan and advance. These cards are used to prepare State and 
United States totals by purpose of loan (or advance) and by type of 
borrower. These data are incorporated in the monthly statistical 
bulletins, the weekly progress reports, and for specific requests. 
The individual puncheards can be sorted and resorted to provide- 
these various classifications of data. 

(e) Other reports prepared on IBM machines include the annual 
report of energy purchased by REA borrowers, and the unelectrified 
farm survey. In each of these reports, the data are presented in 
several difterent cross classifications, and one set of cards can be 
sorted in the various orders and tabulated. 

(f) Material and equipment performance survey: A_ technical 
standards project whereby the performance of material and equip- 
ment used in rural construction is tabulated and used as a guide to 
improving performance and reducing construction costs. 

2. IBM machines are used in the following administrative work: 

(a) Payroll: Puncheards are prepared for each employee for each 
pay period. These cards, and the summary cards prepared each period 
on a cumulative calendar-year basis, are used to maintain the individ- 
ual employee earnings record on a current basis. The bond purchase 
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schedules are prepared from these cards, and also the annual with- 
holding tax statements, form W-2 

6) Man-vear data on REA tend for budget purposes: The 
same payroll puncheards prepared above (a) are used to summarize 
the actual man-years of REA employees, classified by operating posi- 
tion title, service and grade, and division, each fiscal year. This is 
ncorporated in the REA annual budget presentation. Since the 
ards are already prepared for payroll purposes, this adaptation is a 
byproduct easily made. 

c) Travel and communication vouchers: The annual report of 
travel expenses distributed according to the various per diem rates, 

leage rates, and other expense categories, is prepared from cards 
punched from each travel voucher. This report is prepared for B. 
and F. 

d) Property inventory records: Cards are punched for each item 
of equipment, office machine, and other property owned by REA. 
This serves as a subsidiary record to the general ledger accounts on 
property. Also, listings are made periodically for the taking of 
physical inventory. 

These machines are rented rather than purchased since [IBM 
rnishes them only on a rental basis. 

1. In most cases the same puncheards serve as the basis for a 
multitude of different reports. The cards may be rearranged in any 
required order with very little additional effort. Summary totals are 
prepared automatically. Manual listings of data are dispensed with. 
Data from different sources which are each punched can be brought 
ogetber for comparative or analytical purposes. 

| would like to insert in the record at this point a list of the 
machines. 

The information is as follows:) 


IBM equipment as of Dec. 31, 1952 
Monthly 
rental 
} Type 031 alphabetical duplicating punches at $25 each $75. 00 
| Type 052 motor drive verifier _ _ _ - 13. 00 
| Type 513 reproducing summary punch at $110 each 110. 00 
| Type 080 sorter 10. 00 
3 Type 405 alphabetical accounting machines at $410 each , 230. 00 
Type 077 collator__- 80. 00 
Type 602 calculating punch. 245. 00 
Type 954 facsimile posting machine - 5. 00 


| 
l 


Total Albion ih 1, 818. 00 
Plus 10-percent tax - - - -- . - 181. 80 


LOMA... «0% ; . 1,999. 80 












1220 





Based on time records maintained during the period July 1, 1952. 
through March 27, 1953, data on IBM machine utilization are as 
follows: 








y | Number of | Percent 
Type Name , 
ryt ? machines | utilizatio: 



















031 | Key punch 3 
052 | Verifier 1 
080 | Sorter 1 
077 Collator l 
513 | Reproducer l 
405 | Tabulator 3 
602 | Calculating punch l 
954 | Facsimile posting l 


! There are 3 key punch machines and 1 verifier in our installation. These 4 machines are used by 
operators. Two of the key punch machines are utilized 82 percent of the time and the third is maintaine: 
as a standby machine 

2? During March 1953 a second reproducer was acquired. The utilization of this machine has not be« 
established at this time but was determined to be necessary to take care of peak loads to meet deadlin« 

* Tne 1KM installation has been geared to maintain our loan accounts numbering over 10,000. For the 
preparation of the bills and statements in our load accounting procedure the calculating punch mach 
which is used only 20 percent of the time is essential for computing the quarterly interest due and other 
calculations in tue application of the payments. It also plays a necessary part in other computati 
which are required for management analysis ratios. 

4 The percent of utilization of the facsimile posting machine is estimated. 


ECONOMISTS 





Mr. ANDERSEN. You have six economists in the organization. | 
want you to list those individually, and describe their work and their 
grade. 

(The information requested is as follows:) 
REA Economists 
The REA printed budget included eight positions the titles of which included 


the word “feconomist.’’ One of these positions is eliminated in the 1954 revised 
budget. 








FUNCTIONS PERFORMED BY ECONOMISTS 






















The functions performed by economists in this agency are entirely specia 
service work incident to the programs of the agency which economists are par- 
ticularly trained and qualified to perform. Except for 1 business economist and | 
agricultural economist, all economists employed by this agency are engaged in the 
making of field appraisals and kilowatt-hour consumption estimates, which are 
used as a basis for loan feasibility studies, rate studies, and management analyses. 
Area analyses also are prepared as a basis for telephone equity appraisals and as 
basis for telephone loan consideration. ‘This work requires basic training in 
statistics, economic analyses, and a thorough knowledge of agriculture. In 
addition, economists perform much of the overall program planning and analysis 
work of the agency, including the development of basic statistics for budgetary 
planning, the preparation of annual reports, and analyses of various aspects of 
the telephone and electric program. 

The work incident to the preparation of all loan feasibility studies and other 
aspects of the agency’s operating programs is not adaptable to being performed by 
basic research and statistical agencies. All appraisals, studies, and the preparation 
of kilowatt-hour estimates must be coordinated closely with the loan program 
and the other demands for such data and can be performed only by economists who 
are especially trained and familiar with rural electrification and telephone loan 
work. We know of no other service agency performing appraisals and work of the 
type essential to the rural electric and rural telephone loan programs, 













GRADES, SALARIES AND DUTIES OF ECONOMISTS 
Richard Gabel, business economist, GS-12, salary, $7,040: This position is 
specialized in the economic and regulatory aspects of the rural telephone business. 
Duties include staff studies of the various phases of the rural telephone program 
relating to loan feasibility, equity requirements, cost and revenue standards, 
subscriber estimates, and appraisals. Serves as consultant to both loans and 
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engineering divisions on basis of above studies, and assists in related program 
planning and procedural activities. 

Robert Marx, agricultural economist, GS-11, salary, $6,140: Makes studies 
of various factors which may affect the progress of the rural electric and telephone 
programs. Maintains current data and statistics that have a bearing on the 
formulation of long-range programs and plans. Makes special studies of area 
coverage, borrower acquisitions, capital credits, use of appliances ar.d equipment, 
power requirements, and numerous other facets of the agency programs as required 
~ Robert B. Williamson, business economist, GS-11, salary, $5,940: Acts as 
assistant head, Field Appraisal Section. Performs and directs field appraisals, 
analyses of field appraisals for electrification loan dockets, preparation of economic 
statements for telephone loan dockets, and assembly of basic economic information 
upon which kilowatt hour estimates are based. Studies are basic to the perform- 
ance of feasibility and equity studies for all electric and telephone loans 

Earl A. Gardner, agricultural economist, GS-11, salary, $6,340: Performs field 
appraisals in rural areas throughout the country and analyses of field appraisals 
for inclusion in electrification loan dockets. Appraisals are basic to the evaluation 
of potential electric usage and serve to guide the preparation of kilowatt-hour 
estimates used in feasibility studies. Prepares basic economic statements for 
areas proposed for telephone loans. 

Arthur 8. Hiatt, agricultural economist, GS-11, salary, $5,940: Performs field 
appraisals in rural areas throughout the country and analyses of field appraisals 
for inclusion in electrification loan dockets. Appraisals are basic to the thorough 
evaluation of potential electric usage and serve to guide the preparation of kilo- 
watt-hour estimates used in feasibility studies. 

Joseph C, Podany, agricultural economist, GS-9, salary, $5,060: Assists in the 
preparation of field appraisals in rural areas throughout the country and analyses 
of field appraisals for inclusion in electrification loan dockets. Assists in the prepa- 
ration of basic economic statements for areas proposed for telephone loans. 

Earl C, Andrews, business economist, GS-7, salary, $4,205: Assists in the prepa- 
ration of basic economic statements for areas proposed for telephone loans. These 
statements are used in determining required equity of potential telephone bor- 
rowers and to establish revenue potential. Assembles and interprets data used in 
establishing kilowatt-hour estimates for electrification loan feasibility studies. 

William B. Kingree, agricultural economist, GS-5, salary, $3,410: Assists in 
preparing basic economic statements for areas proposed for telephone loans. Also 
assists in performing field appraisals throughout the country and their analyses. 
Assembles basic economic information needed in the preparation of kilowatt- 
hour estimates and other studies required by the loan programs. 


LEGAL AUTHORITY 


Mr. ANDERSEN. We want you to place in the record at this point 
your basic legal authority. Quote the statute and indicate whether 
it is mandatory or permissive. 

(The information requested follows:) 


Basic Sraturory AuTHoriry ror REA 


The basic statutory authority for the rural electrification and rural telephone 
programs is contained in the Rural Electrification Act of 1936, as amended 
(7 U. S. C., sees. 901-915, 921-924). The statutory authority is mandatory in 
the sense that it directs the effectuation of such programs in accordance with 
such basic legislation, subject to control by the Congress through appropriation 
acts. The statute may be termed permissive, however, in the sense that the 
Administrator has discretion in determining whether or not to make any particular 
loan. 


REDUCTION FROM 1953 APPROPRIATION 


Mr. ANDERSEN. I believe that the revised budget shows a decrease 
of $512,960 below the 1953 appropriation; is that correct? 

Mr. Wise. That is correct; yes. 

Mr. ANpERSEN. As the result of this proposed decrease in funds 
you will have to cut off some administrative personnel. 

Mr. Wise. That is correct. 
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Mr. ANDERSEN. Just how do you propose to do that? Have you 
given any thought to it? 

Mr. Wise. Yes; we have given a lot of time to it and have selected 
the positions where we think it will do the least harm to the security 
of the outstanding indebtedness, and to our responsibility to the Con- 
gress to carry out whatever loan program you give to us. 

Mr. AnpersEN. You might for the record detail where you intend 
to place these cuts in personnel. 

(The information requested is as follows:) 


SumMARY OF Starr Repuctions, Fiscat YEARS 1953-54 


The budget estimate for 1954 contemplates elimination of 151 positions from 
the 1953 staff, largely in the electrification program and various agencywide 
activities; this reduction is partly offset by the creation of 41 new positions for the 
telephone program. The net reduction in positions is therefore 110. 

A summary of the 151 positions reduced follows: 


LOAN ACTIVITIES 19 POSITIONS REDUCED 


This reduction is entirely in the electric program, primarily in field activities 
concerned with assisting borrowers in the preparation of area coverage surveys 
and the preparation of loan applications involving special problems, such as 
planning the extension of service to the more difficult areas. Ten of the positions 
to be eliminated are field loans positions, reducing our field loans staff by about 
one-third. The 9 departmental positions include 2 loan review positions, 4 posi- 
tions concerned with the analysis of generation and transmission loans, and 3 
clerical positions. 


ENGINEERING ACTIVITIES—-45 POSITIONS REDUCED 


This reduction is entirely in the electrification program. The technical staff 
divisions concerned with system planning, new engineering developments and 
standards, and assisting borrowers with studies of technical engineering problems 
peculiar to rural power systems, will be reduced by 17 positions. 

Thirteen of the positions to be reduced are concerned with powerplant design, 
construction, and operations. 

In the area offices, 10 field engineer positions and 5 departmental positions will 
be dropped. Incumbents of these positions are concerned with the construction, 
technical operation, and maintenance of rural electric distribution systems. 

The electrical engineering staff of the agency will thus be reduced by nearly 
one-fourth. 

OPERATIONS ACTIVITIES—51 POSITIONS REDUCED 


Four of the positions eliminated in this reduction are operations trainee positions 
No provision is made for such trainees in the 1954 budget. The 1953 trainee group 
has been assigned to work in the telephone program. 

Twenty-four of the positions eliminated were concerned with power use pro- 
grams. Ten field power use positions in the area offices and 14 departmental 
power use positions in the Operations Division (including related clerical) have 
been eliminated. 

Thirteen departmental positions concerned with control of loan fund advances, 
analysis of borrowers’ records, and preparation of special operating and financial 
reports, have been eliminated. Nine of these positions are in the area offices, 
dealing with electric distribution borrowers; four are in the Power Division, deal- 
ing with generation and transmission borrowers. 

Six field operations positions were eliminated in the area offices, including 3 
management field representatives and 3 general field representatives. 

Four positions concerned with specialized phases of rural electric system oper- 
ations were eliminated, including 2 positions in electric retail rates, 1 in labor 
relations, and an insurance examiner. 


AUDITING ACTIVITIES—NINE POSITIONS REDUCED 


Four field examiner positions, concerned with the audit of electric borrowers’ 
records, have been eliminated. Further reductions in the number of electric 
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program field examiners have been offset by an increase of telephone field exam- 


ners 
Five departmental positions, concerned with the clerical review, typing, and 
ocessing of REA and CPA electrification audits, will be eliminated. 


AGENCY-WIDE ACTIVITIES—27 POSITIONS REDUCED 


[wo clerical positions were eliminated incidental to discontinuing the offices at 
Spokane, Wash., and Palmer, Alaska. 

Four information positions (including two clerical) were eliminated. Three of 

ese positions are eliminated as a result of discontinuing REA’s bimonthly 

riodical, the REA News. The other was involved in distribution of nonperiod- 
al publications to the general public. 

Six positions were eliminated in genreal administrative services work, including 

n mapping services, a mail clerk, and 2 messengers. 

Seven reductions were effected in personnel activities, including 3 positions in 

mployment, 2 in training, 1 in employee relations, and 1 position divided among 
sification, employment, and training. 

[wo organization and methods examiners positions were eliminated in the 
Office of the Executive Officer. 

[wo positions concerned with the maintenance of the agency’s accounts for 
oan and administrative funds were eliminated. 

Four clerical positions were eliminated, including 2 concerned with review of 

itgoing correspondence, 1 concerned with review and routing of field reports, 
und 1 typist in the stenographic pool. 

Mr. Horan. Fortunately, this budget is not last September’s work. 
[ assume that it is last week’s work that we have before us now. 
This estimate we have before us is revised from the original $9 million 
that you had for salaries and expenses. 

Mr. Wise. Yes. It represents a reduction of $1,225,000 from the 
original 1954 budget. 

Mr. ANDERSEN. Which was $9 million? 

Mr. Wisze. Which was $9 million. 

Mr. Horan. And last September’s estimate was cleared by the 
Bureau of the Budget? 

Mr. Wise. Yes, sir. 

Mr. Horan. We certainly do not want to do anything in this sub- 
committee to inhibit or embarrass the operation of the REA. We 
like to ask you fellows to do a job, and you are doing a job. Is this 
appropriation estimate adequate? 

Mr. Wise. This amount included in the President’s budget sub- 
mission has been gone over by the REA itself; it has been reviewed 
by a committee in the Department of Agriculture at the Assistant 
Secretary level; it has been reviewed by the group chiefs; it has been 
reviewed by the Bureau of the Budget, and it is our opinion that it 
is adequate. 

Mr. Horan. We observe as the REA grows that the number of 
borrowers grows and the amount of business being done grows, so it 
is inescapable that your personnel and cost of administering the 
program will have to grow too. It has grown since 1944 from about 

500,000 for this purpose to this present budget. of almost $8 million. 

“Mr. ‘Wise. As you point out, the telephone program has been added 
since that time.’ The amount for electrification is considerably less 
in man-years. It is only a fraction of what it was before. 

Mr. Horan. Of course, there is a certain amount of cooperation, 
you might say, in the telephone program because that quite often 
is done with the same cooperatives, is it not? 

Mr. Wiss. We make no loans at all to electrification borrowers for 
telephone purposes. 
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Mr. Horan. But it would be the same community. You know 
the people and the personnel involved as a rule. 
Mr. Wise. That is right. 


ADDED WORK OF TELEPHONE LOANS 


I would like to point out that the work involved in connection with 
the telephone loans, experience has shown, is far in excess of what we 
had in connection with the electric loans. 

Mr. AnprrseENn. I think that is well recognized. 

Mr. Wisz. I would like to tell you why. 

First of all, the provisions of the act itself require much more work 
in connection with telephone loans. There are several certifications 
which are not required with respect to electric loans which are required 
for telephone loans. 

Next, in only a few States do the State commissions have jurisdic- 
tion over our electric borrowers. In almost all States they have 
jurisdiction over the telephone borrowers, and that adds greatly to 
the work we have to do in preparing our studies and getting rate 
schedules prepared which will meet the requirements of the commis- 
sions. 

In addition to that, at the time our program started there were 
virtually no enginee ‘rs in the country that had experience in telephone 
work, outside of the Bell Telephone Co. The reason that we moved 
slowly was because the borrowers could not hire consulting engineers 
to do the same sort of work that they had received in the electrical 
program. That situation is improving slightly. We hope as the years 
go by it will improve a lot. 

The Bell Telephone Co. has had almost a complete monopoly on 
engineers. It is a sad fact that many of our small independents and 
mutual telephone companies just were never engineered. They just 
went out and put up lines which would not possibly constitute security 
for our lines. 

In addition to that, in every case there have to be interconnecting 
agreements with either Bell or some other telephone company, and 
they are a job to get. We are spending an awful lot of time on them. 

Mr. Shepperd, our Assistant Administrator, has had to spend a lot 
of time in trying to work out agreements with the Bell. It is especially 
acute in the field of what they call extended area service. 

If you have a farm over here, and if you want to talk to the county 
seat or some other trade center, or where your doctor is, or the imple- 
ment dealer, or where the fire department is, the farmer does not 
want to have to pay a toll. The arrangement that you have between 
a small outfit and the neighboring larger telephone company is called 
an extended area service agreement. We have not been able to work 
out anything satisfactory as yet with the Bell Co. As a matter of 
fact, the independents and Bell have been debating. Our position is 
different from the independents because some of the larger inde- 
pendents will want a better deal from the Bell and they will not want 
to pass it on to the farmer. All of that takes time. 

There is much more work required in connection with each tele- 
phone loan than with each electrical loan. In addition, the borrowers 
are small, especially the independents. They have kept no records, 
virtually. Every time we make a new loan an auditor has to go in 
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to make an installation audit using figures that sometimes go back 
20 or 30 years. 

Added to that almost all co-ops and a number of independents, 

order to have a nucleus of a system large enough to constitute 
security for a loan, must acquire little exchanges around the country, 
and to get legal title to them is a terrific job. They do not know 
who the stockholders of the little exchanges are. They just have 
no records, and our lawyers and field people have to stay with them 
intil they get it worked out. 

Mr. SuHepperp. I would like to add that the problem is increased 
through the requirement that in the telephone program we ask all 
borrowers to furnish an equity rather than to make 100 percent loans. 
Frequently a great deal of time is consumed on the part of the bor- 
rower, and by REA, in helping them meet that requirement in line 
" a their areas and particular State laws, and commission work has 
to be done on that problem also. 


DECENTRALIZATION OF AUTHORITY 


Mr. Horan. There has been from time to time a demand for decen- 
tralization. In other words, more autonomy in the various districts 
that REA serves. Have you made any progress in that direction? 

Mr. Wiss. As I pointed out, that was perhaps the chief objective 
of the reorganization plan. We think we have made progress. Of 
course, that costs money, so they are not too happy about the auditing 
feature and the engineering feature where they have to obtain outside 
engineers to inspect their work order construction to give us a cer- 
tificate rather than having our engineers do it. We think that we 
" ave gone the full way under the reorganization plan in turning over 

o them everything that can be turned over except those things that 
abodes are necessary from a security standpoint, and making 
certain the funds are used for the purpose authorized by the Congress. 

Mr. Horan. The only valid criticism I have heard concerns the 
technical clearance whereby they must sometimes come all the way 
back to Washington to settle something that obviously could be 
settled in the field. I hear a lot of citicicism about that. I felt that 
some of those were valid. I am wondering if you are making any 
headway in settling the small technical questions that come up in the 
ield. 

Mr. Wise. It is our hope and feeling that we have made very 
definite headway in that connection through the reorganization 
program, and that was one of the primary reasons for it. 

Mr. Horan. I am glad to hear that statement for the record. 


STIMULUS OF REA TELEPHONE PROGRAM 


Mr. Wuirren. One or two of the major benefits of the rural tele- 
phone program have come from its effect on private companies, both 
the Bell System and the independents. With regard to the inde- 
pendents, it has made them check somewhat and see whether in 
many cases they were giving proper service in’ view of the fact that 
they just grew up haphazardly. 

The Bell Telephone System has been forced to wake up to the fact 
that they have an obligation as a public utility to serve the public, 
which includes rural areas. 
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That is in addition to the number of REA co-ops that may be 
organized and serve other areas. I can see a problem, and I have 
had several raised with me, that could arise here such as we had when 
the Federal Government started into the building of warehouses. 

At that time the people in charge of the Commodity Credit Cor- 
poration, I believe, went to private warehousemen, and asked what 
their rates were and what they would accept CCC grain or other 
commodities for. When the first statement was exorbitant they 
would want to use that as an excuse to take Government money and 
build warehouses. 

It was the attitude of the committee at that time that such an 
excuse was not sufficient, since we were not hunting for a place in 
which to put Federal money, but that we wanted to meet a public 
need when it became necessary. 


COORDINATION WITH INDEPENDENTS TO MEET TELEPHONE NEEDS 


In connection with your rural telephone program, what is your 
policy insofar as seeing if the independents in an area, or the Bell 
System, will meet the need iodine you approve additional Federal 
loans? 

Mr. Wisse. When we receive an inquiry from an area with respect 
to the telephone situation, we suggest to them that they get in touch 
with the local company there and see if it can be worked out with them 
We point out to them the provisions in our act which prevent any 
duplication of facilities or competition. Then we tell them that they 
have to work it out on that basis. 

Mr. Wuirten. Do you ever go so far as to offer your services to 
help negotiate the servicing of a given area? 

Mr. Wiss. No. We are getting so low in personnel that we could 
not take that one on. 

Mr. Wurirren. You do not have the personnel with which to do 
that? 

Mr. Wise. No. That would be a terrific job. 

Mr. Wuirren. There is a lot of difference between a telephone 
service and an electrical service. There is a lot of difference because 
a fellow may cut his telephone off the first time cotton goes down a 
bit in price, but he is not going to do that witb his light. 

Also, for a telephone to be worth anything, another telephone must 
be on the other end. With electricity all you care about is what 
comes off the end of it. 

I think in your effort to serve the public every effort ought to be 
made to see if private business will meet the needs. If it “will not, 
I am for going all the way to see that it is met so long as it is econom- 
ically sound, but I am somewhat disappointed that there is not a little 
more discussion among those in the area, the REA and others, as to 
the needs before a loan is approved. 

Mr. Wise. I think that you will find in all cases there has been a 
long discussion. The people in an area do not switch to a cooperative 
until they cannot get service from the local supplier. It has been my 
observation, that has been true in almost every case. 

Mr. Wuirten. Your policy will continue to be that if the people 
show that they have tried to get local service and cannot do so, that 
will be sufficient for you to go in there to help them out? 





Mr. Wise. They have to meet the requirements of the act, includ- 
ing the one which prohibits loans being made to duplicate any facilities. 

Mr. Wuirren. There is hardly any place in the country where a 
telephone service is not operating in the area. The question arises 
as to who can best serve the undeveloped areas. 

Mr. Wise. That is the question. Our theory is if the existing 
company will do it, we think they should do it. We are willing to 
make them a loan. We always tell the people to tell the existing 
company we are willing to make them a loan. 

Mr. Wurrren. I hope the theory will prove sound. I wish to urge 
that hereafter every effort be made to get the independents in the ares 
to serve first. However, if the telephone companies are given the 
opportunity to expand their lines to meet the public need and do not 
do so, they can have no complaint when REA co-ops are organized to 
serve the public. 

Mr. Wise. I would like to make a statement, if I may, to be sure 
that I was not misunderstood before. 

I fully support this budget submission. The only point that I was 
trying to make is that we have religiously gone over it. The com- 
mittee has reviewed it, and in my opinion, we are down to rock bottom. 
If we go below it the program will suffer administratively. I think the 
program is adequate now. 

Mr. Horan. We will insert in the record at this point a statement 
showing the original and revised estimates for your program. 

(The information follows:) 


Ro (a 1954 original | 1954 revised | oe es 
Project , budget esti budget esti- ¥o4¢ OPP ine 
m budget esti- 
mate mate 
mate 


Loans: | 
1. Rural electrification loans $165, 000, 000 | $135, 000,000 | $120, 000,000 | —$15, 000, 000 


2. Rural telephone loans 35, 476, 000 65, 000, 000 50, 000, 000 | —15, 000, 000 


Total loans......-- 200, 476, 000 200, 000, 000 170, 000, ‘000 —30, 000, 000 


Administration of rural electrification pro- 
gram. _..-. Ratt ctnibace =e 6, 067, 265 5, 990, 265 4, 895, 000 —1, 095, 265 

(a) Loan activities a (674, 836) 358, 436) (529, 827) 
(6) Engineering activities . (2, 053, 620) 2, 027, 595) 1, 605, 373) 
(c) Operations activities...........-- (2, 619, 214) 2, 584, 639) 2, 146, 479) 
(d) Auditing activities (719, 595) 719, 595) (613, 321) 

Administration of rural telephone progrs 1m 2, 220, 715 3, 009, 735 2, , 000 
(a) Loan activities (825, 849) " , 425) 972, 176) 
(b) Engineering activities as ati 959, 399) , 314, 079) , 239, 663) 
(c) Operations activities otk 235, 910) (337, 785) (355, 618) 
(d) Auditing activities Hae siden ( 199, 557) 311, 446) 


Total available or estimate. _...-- , 287, 980 9, , 000 
Reduction pursuant to sec. 411 anaaniein +2, 020 


Total appropriation... stan 8, 290, 000 


I want to thank you for a good hearing, and I want to thank 
of you for coming here. 
We will stand adjourned until 9:30 o’clock tomorrow morning. 
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FOREST SERVICE 


WITNESSES 


RICHARD E. McARDLE, CHIEF, FOREST SERVICE 

EARL W. LOVERIDGE, ASSISTANT CHIEF 

EDWARD P. CLIFF, ASSISTANT CHIEF 

VERNE L. HARPER, ASSISTANT CHIEF 

W. S. SWINGLER, ASSISTANT CHIEF 

HOWARD HOPKINS, ASSISTANT CHIEF 

LINNE AHLBERG, BUDGET OFFICER, FOREST SERVICE 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 

JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE OF BUDGET AND 
FINANCE, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


tmounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 


Appropriation or estimate , $43, 480, 628 | $40, 946, 795 | 
Transferred from “Control of forest pests, Agriculture,” 
suant to5 U.8. C. 572 50, 000 } 


$42, 816, 000 


Adjusted appropriation or estimate... : 628 , 946, 795 2, 816, 000 
Available in prior vear 591, 429 
Reimbursements from non-Federal sources. 596 584, 500 584, 500 
Reimbursements from other account deliooil 771 5, 535, 500 5, 535, 500 
Total available for oblig hae 566 7, 066, 795 , 936, 000 
Unobligated balance, estimated ving 196 


Obligations incurred ‘ 17 370 7, 066, 795 , 936, 000 
Comparative transfer from 
“Salaries and expenses, Office of Administrator, Agricul 
tural Research Administration” 2, 600 2, 300 
“Flood prevention, Agric , 301, 342 372, 566 


lotal obligations 47, 998, 312 47, 441, 661 48, 936, 000 


Note.—Reimbursements from non-Federal sources above are for rental of equipment; for sale of equip- 
ment, supplies, and materials; and for the costs of suppressing forest fires on State and private forest lands 
adjacent to, or interming] ith, national forests under terms of written cooperative agreements (16 U.S 
C. 572, 580, 580a), and from proceeds of sales of personal property (40 U. 8. C. 481 (e)). 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


Direct Obligations 


. National forest protection and management 
a) Resource protection and use $$27, 008,727  $$27, 686,795 | $$28, 562, 700 
(6) Resource development , 716, 092 , 860, 000 1, 910, 000 
Additional measures to accelerate flood prevention 301, 342 372, 566 | 781, 000 
Fighting forest fires: Fire suppression 449, O15 5, 000, 000 | 6, 000, 000 
. Forest research } 
(a) Forest and range management investigations 3, 239, 380 3, 255, 1 3, 330, 134 
(6) Forest products investigations , 238, 460 , 231, ¢ | 1, 281, 318 
(c) Forest resources investigations 920, 929 915, 848 915, 848 
d) Additional measures to accelerate flood prevention ; se 35, 000 
. Obligations under reimbursements from non-Federal 
sources s Ramen! 494, 596 584, 500 | 584, 500 


43, 400, 500 


lotal direct obligations . a 43, 368, 541 





Obligations by activities—Continued 


Description 1952 actual | 1953 estimate | 1954 estimate 


| 


Obligations Payable Out of Reimbursements From Other Ac- 
counts | 


Rental of equipment to and repair: of equipment for other 

wtivities of Forest Service and other Federal agencies $3, 667, 612 $4, 217, 000 $4, 217, 000 
Sale of supplies, materials, and equipment to other activi- 

ties of Forest Service and to Federal agencies 318, O59 550, 000 550, 000 
Construction and maintenance of improvements 52, 378 50, 000 50, 000 
Protection of intermingled and adjacent forest lands 101, 668 100, 000 100, 000 
Surveys, land appraisals, mapping, cruising timber, and 

preparation of timber management plans, snow scale 

readings, etc., on national forest and other lands 29, 614 30, 000 30, 
Fire suppression on intermingled and adjacent lands 

under administration other agencies 134, 183 188, 500 188 
Investigations at experimental forests and ranges 29, 945 40, 000 40, 
Investigations at forest products laboratory - 2%, 901 285, O00 QRh 
Special economic investigations 69, 321 75, 000 75, 


rotal obligations payable out of reimbursements fron 
other accounts. 4,629, 771 5, 535, 500 


Total obligations 47, 998, 312 7, 441, 661 


Obligations by objects 


Object classification 1952 actual } estimate | 1954 estim 


Summary of Personal Services 


tal number of permanent positions 
ill-time equivalent of all other positions 
rage number of all employees 


rage salarics and grades 
General schedule grades 
Average salary 662 $4, 
Average grade 6.6 Gs 
Crafts, protective, and custodial grades 
Average salary , ABE 770 $3, 
Average grade J 6.4 CPC 
Ungraded positions: Average salary $3, 47 $3. 514 3, 6 


rsonal service obligations 
Permanent positions $25, 445 $ 509 $26, 558, 
Part-time and temporary positions 8, 231, 680 ' 979 7, 004, 
Regular pay in excess of 52-week base 98, 062 152 102 
Payment above basic rates 1, 446, 763 763, 262 763, 2 
Payments to other agencies for reimbursable details 1, 500 
Total personal service obligations 35, 223, 999 33, 321, 902 34, 459, 337 
Direct Obligations 
01 Personal services_._. 33, 719, 801 31, 541, 360 32, 673, 795 
02 Travel 1, 141, 450 1, 037, 480 1, 071, 638 
03 Transportation of things 827, 358 499, 400 506, 450 
04 Communication services 340, 186 323, 300 328, 875 
05 Rents and utility services s 490, 389 431, 200 439, 830 
06 Printing and reproduction - - 192, 371 193, 150 193, 250 
07 Other contractual services 1, 630, 590 1, 205, 635 1, 302, 500 
Services performed by other agencies..-- 108, 623 84, 500 84, 500 
08 Supplies and materials sehen | 3, 232, 255 2, 621, 569 2, 741, 112 
08 Equipment 1, 838, 123 1, 714, 642 1, 800, 800 
10 Lands and structures 91, 599 92, 300 92, 300 
13 Refunds, awards, and indemnities 36, 041 14, 300 14, 300 
15 Taxes and assessments... 107, 202 95, 725 105, 550 
Contingency fund - - 2, 500, 000 2, 500, 000 


Subtotal. _- 1 acetal i 43, 764, 988 42, 354, 56 43, 854, 900 
Deduct charges for quarters and subsistence _ . 396, 447 448, ¢ ! 454, 400 


Total direct obligations. ._.._- 3,368, 541 | 41, 906, 161 43, 400, 500 


Obligations Payable Out of Reimbursements From Other Account g | 
01 Personal services : 1, 504, 198 1, 780, 542 1, 785, 542 
02 Travel 46, 166 54, 538 54, 538 
08 Transportation of things 55, 877 67, 870 67, 870 
04 Communication services ; ‘ 8, 284 9, 800 9, 800 
05 Rents and utility services... 27,177 32, 550 32, 550 
06 Printing and reproduction 550 | 600 600 
07 Other contractual services 159, 072 193, 300 | 193, 300 

Services performed by other agencies | 18, 588 24, 300 24, 300 
08 Supplies and materials 4 1, 864, 022 | 2, 236, 000 2, 231, 000 
09 Equipment | 939, 680 1, 128, 000 1, 128, 000 
10 Lands and structures 281 | 
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Obligations by objects—Continued 


Object classification 1952 actual | 1953 estimate 


wtions Payable Out of Reimbursements From Other 
Accounts—C ontinued 


ligations 


1 expenditures 3, 225 680, 000 


litur ire dist 
Out of current at wriza s », 29 37, 890, 000 


Ou { prio suthor i 4. ¢ 73 3, 880, O00 


Mr. Anpersen. Today the committee is considering the appro- 
priation request for the fiscal vear 1954 for the Forest Service. 

We will insert in the record at this point pages 355 through 357, 
and 444 through 450 of the justification. 

(The statements referred to follow: 


PURPOSE STATEMENT 


The Forest Service is charged with responsibility for promoting the conserva 
tion and wise use of the country’s forest and related watershed lands whicl 
comprise one-third of the total land area of the United States. Authority for 
the work of the Service stems from numerous acts, the more important ones 
being the Timber Culture Repeal Act of March 3, 1891; Sundry Civil Appro- 
priation Act of June 4, 1897; Transfer Act of February 1, 1905; Weeks Act of 
March 1, 1911; act of June 7, 1924; Forest Research Act of May 22, 1928; and 
Cooperative Forest Management Act of August 25, 1950 

To meet its responsibility the Forest Service engages in three main lines of 
work, as follows: 

1) Management, protection, and development of the national forests.—Under 
instructions from Secretary Wilson in 1905 this is to be done for “the greatest 
good of the greatest number in the long run.”’ This in turn ealls for obtaining 
the maximum practicable yield and use of their many resources on a continuing 
basis, to meet both local and national needs under normal conditions and during 
times of stress. The 181 million acres of national forests are located in 40 States, 
Alaska, and Puerto Rico. About one-third of the remaining saw timber in the 
country is in the national forests. 

In managing the national forests, technical forestry is applied to the growing 
and harvesting of timber crops. Estimated harvest through timber sales in 
1953 is 5 billion board-feet. The grazing of approximately 8 million head of 
livestock is scientifically managed to obtain range conservation along with use 
of the annual growth of forage. Watersheds are managed for regulation of 
stream flow, flood prevention, sources of water for power, irrigation, navigation, 
and municipal supply. Some provision is made for over 30 million visits of 
people to the national forests for recreation purposes. Effort is made to apply 
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led scientific management to the extensive wildlife resources. Receipts from 

ber sales, grazing permits, land rentals, and waterpower permits exceeded 
$71 million in 1952. Estimated receipts for 1953 are $76,900,000. In addition, 

lections for the cooperative work fund and for expenses of brush disposal, 
vhich are available to the Forest Service for specified purposes, are estimated 
at $9,350,000 in 1953 and 1954. 

[he protection of the national forests is a major responsibility and includes 
he control of forest fires which numbered 10,830 in the first 10 months of the 
calendar year 1952; the control of tree diseases and insect epidemics; and the 
yevention of trespass. 

lhe major development activities on the national forests consist of 

a) Reforestation of denuded and lightly stocked forest lands. 

(b) Revegetation of denuded range lands. 

(c) Construction of improvements, mainly roads which are extremely 
important (and largely self-liquidating) because of the large bodies of inac- 
essible mature and overmature timber on the national forests, which are 
eeded for housing and other uses. 

d) The acquisition of additional forest land through purchase and ex- 
change. 

2) Cooperation with the State and private forest landowners is provided by 
Forest Service: 

a) To obtain better fire protection on the 427 million acres of State and 
privately owned forest lands 

b) To obtain better forest practices on and returns from 345 million acres 
of commercial forest lands in private ownership. Only about 8 percent of 
the cutting on such lands is now being done in line with good forestry practice. 

(c) To aid in the distribution of planting stock to private forest landowners 
for the purpose of establishing forests and shelter belts. 

(d) To stimulate development and proper management of State, county, 
and community forests. 

3) Forest and range researc h. The Forest Service conducts investigations in 

entire field of forestry and range management, regardless of ownership, in- 

iding the growth, protection, and harvesting of timber; management of range 
ands; protection and management of watersheds; and research in forest economics. 
It is conducting a forest survey of the United States—a study of present extent and 
otential growth and utilization of the Nation’s forest resources. Research to 
)btain greater use of the tremendous waste, and to obtain more efficient and eco- 

nical utilization of forest products, is a major program, centered at the Forest 
Products Laboratory, Madison, Wis. The results of research are available to 
onsumers and manufacturing plants generally, to the more than 4 million owners 
f private forest and range lands, and to the many public agencies which admin- 
ster such lands. 

In addition, the Forest Service carries on the following activities: 

1) Flood prevention.—In areas assigned by the Secretary, the Forest Service 
makes preliminary examinations and surveys under the Flood Control Act of 
1936, as amended and supplemented, and installs watershed improvement meas- 
ires to retard runoff and reduce flood water and sediment damage. The Service 
has primary responsibility for watershed improvement measures on national 
forests and adjacent range lands used in conjunction with such forests, and other 

rest lands. Work on non-Federal lands is carried on in cooperation with 
appropriate State and local agencies. 

(5) Work performed for others.—Because of the widespread geographical 
location of Forest Service activities, the technical skills available in the organiza- 
tion, and for other similar reasons, the Forest Service is frequently called upon 
to perform services for other Federal, State, and private agencies on a reimburs- 
able or advance payment basis. All projects benefit the Forest Service as well 
as the cooperator. Examples of these activities are: 


(a) Protection of private and other Federal forest lands intermingled 
with the national forests. 

(b) Disposal of slash resulting from sales of timber to contractors on 
national forests, and the rehabilitation of such areas. 

(c) Construction and maintenance of roads, and other improvements. 

(d) Investigations in forest, range, and water management and utilization 
problems. 

(e) Cooperative survey, mapping, administrative, reforestation projects, 
etc, 

(f) Cooperation with the National Production Authority on requirements, 
production, and supplies of forest products and in stimulation of lumber 
production through various means. 
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The Forest Service maintains its central office in Washington with progran 
activities decentralized to 10 regional offices, 135 forest supervisors’ offices, 770 
district rangers’ offices, 12 forest and range experiment stations, and the Forest 
Products Laboratory. On November 30, 1952, the Forest Service had 9,785 
full-time employees, of whom 309 are in the central office and the remainder in 
the field, and 2,249 part-time employees in the field, The November 30 empl 
ment figures for the field are lower than average for the year because of seasonal] 
factors. At the peak of the field season, the number of full-time employees js 
about 16,000, and the part-time, including casual employees, is approximately 
10.000 


V- 


A ppropri- 
ited, 1953 


riated funds 
i l-forest appropriations $49, 880, 380 
operation wit! tat 10, 864, 484 
Research appropriation 5, 402, 300 


manent appropriations 66, 147, 161 


ym prior year balances 
m prior year balanc 


Statement of obligations under allotments and other funds 


les only tho amounts which, by Nov. 30, 1952, were actually received or 
Since work for other agencies is performed on a service basis, at the request o 
fit, it is not practicable to estimate in advance the amounts to be received 


bene t 


Estimated 
obligations, 
1953 


Agricultural Marketing Act, Agriculture (Forest Service 
Research on markets and prices for farm forest products $23, 475 $30, 000 


Control of forest pests, Agriculture (Forest Service 
For white pine blister rust control on national forests 1, 691, 586 50), 000 
For insect control on national forests 1, 706, 694 , 029, 400 


Total, control of forest pests__... 3, 398, 280 3, 779, 400 


Flood prevention, Agriculture (Forest Service 
For preliminary examinations and surveys 608, 441 
For measures primarily-for flood prevention (works of 
improvement)... 366, 612 598, 030 
For general basin investigations ‘dows 41, 483 29, 500 


297, 076 


otal, flood prevention - - L . 1, 016, 536 924, 615 


Administrative expenses, sec. 392, Agricultural Adjustment 
Act of 19388 (Forest Service): For cooperation with Produc- 
tion and Marketing Administration in administration of 
the naval stores conservation program 19, 746 20, 860 

Local administration, sec. 388, Agricultural Adjustment Act 
of 1938 (Forest Service): For cooperation with Production | 
and Marketing Administration in administration of the } 
naval stores conservation program oo 108, 237 116, 600 124, 006 

Acquisition of lands and constfuction of improvements, 

Coronado National Forests: For acquisition of lands and 

construction of improvements in the Coronado National 
Forest, Arizona, as authorized in Public Law 229, approved 
Aug. 15, 1949 (permanent appropriation of receipts in 1950 
for sale of lands, 63 Stat. 606) lee neal 16, 177 


Working fund, Agriculture, Forest Service (general account) 
advanced from 
Department of Defense, Department of the Air Force 
For research and consulting services on sandwich 
materials, aircraft cargo floor panels, packaging and 
container problems, glues, plastics, core and bonding 
materials, classified research - | 331, 883 517, 445 |... 
For replacement of Forest Service facilities..... | 3, 100 400 |. 


Total, Department of the Air Force aia 334, 983 517, 846 | 





1233 


Statement of obligations under allotments and other funds—Continued 


Estimated Estimated 
obligations, obligations, 
1953 } 1954 


Obligations, 
1952 


Working fund, Agriculture, Forest Service (general account) | 
,dvanced from-—-Continued 
Department of Defense, Department of the Army: 

For relocation and re placement of Forest Service 
facilities necessitated by development of dams and 
reservoirs 0, $870, 609 

For research on glues for plywood and other military 
items, glycerine and polyhydric alcohol production, 
packaging and container problems, prefabricated 
housing, soil trafficability, and fire damage in 
forested areas; survey of forest products require- 
ments for military purposes; forest survey and 
management plans; and classified research 676, 300 | 


Total, Department of the Army. -.--- 1, 546, 999 


epartment of Defense, Department of the Navy: For 

esearch on plywood, glues, laminated plastics, sand- 

wich construction, core and bonding materials, packag- 

ing and container materials 173, 500 
i il Advisory Committee on Aeronautics: For | 

tudies of adhesives with improved temperature resist- | 

nt properties, and of the strength and bonding of 
ellular cores for sandwich construction 9, 30, 000 


Department of the Interior 

For protection of Department of the Interior lands | 

within national forests and for smoke jumper service | 

on National Park Service lands , 786 118, 151 
For participation in a soil and moisture conservation | 

program and for snow investigations ‘ f 15, 000 
For rehabilitation or relocation of national forest 

resources and improvements damaged or destroyed 

by activities of Department of the Interior agencies_.-! » 20, 794 


Total, Department of the Interior nae . 153, 945 


Department of Commerce, Public Roads Administration: 

For investigation of appiications, and construction, 

maintenance, and improvement of access roads to 

sources of raw materials ‘i 138, 690 
Federal Power Commission: For investigation and super- 

vision of Federal Power Commission projects , 1, 875 
Housing and Home Finance Agency: For program of 

nvestigations and research on building materials and 

systems 
Post Office Department: To cover costs of developing 

packaging specification. for parcel nost 7, 42% 20, 000 
Rural Electrification Administration: For technical 

assistance on powerline-pole problems , 828 11, 000 
Soi] Conservation Service: For a snow survey in Montana 


Total, working funds, Agriculture, Forest Service | 
(general account 


W orking funds, Agriculture, general (Forest Service) advanced 
rom 
Department of Defense, Department of the Army: 
For training Japanese agricultural leaders in the field 
of agriculture ___.- i : | 
To cover the cost of providing data to the Corps of | 
Enginecrs, in connection with a comprehensive 
survey of the Arkansas, White, and Red River 
Basins ‘ ind 783 109 


Total, Department of the Army........ é 109 


Department of Defense, Department of the Navy: For | 
mapping strategic areas__- 77 } 59, 400 | 
Department of State: For administrative expenses in con- 
nection with the point 4 program ‘ 7, 000 | 


Total, working funds, Agriculture, general . . | 78, 66, 509 
Working funds, Agriculture, Forest Service (special fund): 
Advanced from Interior Department: | 
For snow investigations, Frazer experimental area 
For changing communication facilities between the Swan 
Valley Ranger Station and the Alpine Guard Station 


Total, Interior Department, and total, working funds, 
Agriculture, Forest Service (special fund).......- 





1234 
Statement of obligations under allotments and other funds—Continued 


Estimated 
obligations, 
1953 


Obligations, 
1952 


Cooperative work, Forest Service: Trust fund deposited by | 
cooperators for the accomplishment of certain projects, which 
are of mutual benefit to Forest Service and such cooperators, 
as follows 
Construction ar ntenance of roads and trails $615, 940 $500, 000 
» Construction and maintenance of other improvements 337, 063 345, 000 
3. Protection of national] forest and adjacent private land 1, 328, 913 1, 450, 000 | 
Sale-area betterment and scaling 3, 068, 070 4, 035, 000 
Forest investigations 418, 797 445, 000 
Administration 120, 198 130, 000 
Reforestation 59, 155 60, 000 | 
Brush disposal 1, 211, 680 535, 000 


Total, cooperative work . 7, 159, 816 7, 500, 000 


Forest highways, Bureau of Public Roads, Department of 
Commerce (transfer to Agriculture) (Forest Service): For 
carrying out Forest Service responsibilities in the forest | 
highway program ‘ 85, 989 | 92, 000 


Mutual security (allocation to Agriculture) (Forest Service) 
For expenses in connection with training foreign nationals --| re 14, 250 
lo provide staff, facilities, and services for the training of 
selected nationals of other countries participating in the 
point 4 program 


Total, Mutual Security 
Salaries and expenses, defense-production activities, Agricul- 
ture (Forest Service): For special studies of timber resources 


and forest products industries and other technical assistance, 
under the provisions of the Defense Production Act of 1950 78, 406 


Forest roads and trails, Forest Service 
Forest highways 
Development, roads and trail 
(This represents balance of appropriations made for 
Forest roads and trails prior to 1950 
rotal, forest roads and tra 37 5, 179 


Obligations under reimbursements from governmental and 
other sources 
Salaries and expenses ! 5, 124, 367 6, 120, 000 6, 120, 00 
Forest roads and trails, and roads and trails for States | 
permanent)? 439, 477 | 300, 000 300, 00 
her 44,155 20, 000 20), 00K 


5, 607, 999 6, 440, 000 6, 440, 006 


lotal, obligations under allotments and other funds 19, 155, 424 21, 636, 944 | 20, 924, 70K 


Represents primarily reimbursements from other appropriations of Forest Service and other Govern- 
ment agencies for rental of pooled equipment, and for sale of supplies and equipment usually of special 
design or packaging for field operations 

2? Represents primarily sale of supplies and equipment to other appropriations of Forest Service 
(principally ‘‘fighting forest fires’) and to other Government agencies. 


GENERAL STATEMENT 


Mr. ANDERSEN. We are very glad to have with us this morning 
Mr. Richard E. MeArdle, new Chief of the Forest Service. I feel 
that a very fine selection was made in promoting Mr. McArdle to this 
position. 

Mr. McArdle, we will be glad to have a general statement from you 
at this time. 

Mr. McArpue. Thank you, Mr. Chairman. Although this is the 
first time I have appeared before the committee as Chief of the Forest 
Service, I have been before you a good many times in another capacity, 
and I just want the committee to know that in my new position I will 
try just as hard as I have tried in the past to present the facts ac- 
curately, and to be responsive to the Congress as the top policy-making 
unit of the Government. With only a few hours available for the 
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Forest Service hearing, I am reluctant to take your time now on other 
natters that you might wish to ask questions about concerning our 
activ ities. 

Mr. AnppeRSEN. If you had rather, we will proceed with questions, 
\fr. McArdle, unless you have a prepared statement you would like 
to submit for the record. 

Mr. McArpze. I have no prepared statement, Mr. Chairman, 
but I would like to take just a few moments to comment briefly on 

\ ) points. 

\ir. ANDERSEN. Very well. 

Mr. McArpue. I doubt if I need to remind this committee, but as 
ou can see from these organizational charts, we will be discussing 
three major kinds of work. 

It may be helpful to the newer members of the committee if I 
briefly discuss these three main activities. 

As you will note from the small chart that I have just handed to 
vou, one of our major activities is protection and management of the 
national forests; the second major activity is cooperation with State 
ind private owners; and the third major activity is forest research. 
Research occupies the middle position on the chart because it serves 
both public agencies and private landowners. 

Another point that I want to mention today and to emphasize 

ist as strongly as I possibly can, is something that I have mentioned 
many times before to the committee, namely, that this Nation can be 
strong only if its natural resources are strong. Today we are talking 
about one of our most necessary and important natural resources. 

We are going to be talking about one-third of this country’s total 
land area. We are going to be talking about forests as a source of 
raw materials. We will be talking also about forest land for grazing 
purposes, as a home for wildlife, and for outdoor recreation. We will 
be talking particularly about forest land as watersheds, because on 
these forest lands originate most of the Nation’s water supply for 
domestic and industrial uses. 

\s I think most of the members of the committee know, we have 
used these forest resources generously, maybe too generously, but we 
are making progress now in building them back, and I think that the 
wise course which has been taken by Congress since the days of 
President Theodore Roosevelt, backed up ‘and supported by this 
committee through the years, is now beginning to pay real dividends. 
It has been a wise investment, I believe, Mr. Chairman. 

With that very hasty sketch of the background against which 
we will be discussing our activities today, I suggest that we proceed 
immediately, to save the time of the committee, directly to the 
major items. 

Mr. Horan. I want to call the attention of the committee to the 
fact that we have appearing before us today the new Chief of the 
United States Forest Service, Mr. McArdle who has one of the most 
responsible jobs that has come within the scope of mankind to perform. 

| personally know that Mr. McArdle has been offered many, many 
jobs, paying much more money than he is getting from the Federal 
Government. I just want to congratulate you, Mr. McArdle, upon 
assuming this responsibility and to wish you well and extend to you 
every cooperation that is within my own personal ability to extend. 
You have many friends all over the United States and we are proud of 
you. 
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Mr. McArpue. Thank you, Mr. Horan, I really appreciate those 
words. As I said earlier, I will try my very best to merit the con- 
fidence of the committee. 

Mr. Anpersen. Mr. McArdle, I think there is no question but 
that the entire subcommittee joins in the sentiments expressed by 
Mr. Horan. 

Mr. McArpte. Thank you. 


ORGANIZATION OF THE FOREST SERVICE 


Mr. AnprERSEN. I would like for you now to describe to the com- 
mittee the organization of the Forest Service. 

Mr. McArpue. On the large chart which I just handed to the 
members of the committee, is shown the three main activities, and 
how these are broken down in somewhat more detail. 

As I said before, the three major activities are the protection and 
management of national forests; cooperation with State and private 
forest owners, and research for both public and private benefit. The 
large chart simply carries these out in more detail. 

Mr. ANDERSEN. You might give us a little more detail, Mr. Mc- 
Ardle, particularly for the benefit of the newer members, as to how 
the Forest Service operates at the top level and throughout the field. 
First of all, you have an administrative setup in Washington. 

Mr. McArpue. The Washington office is not a large office, com- 
pared with other agencies of the size of the Forest Service. We 
made a count recently, and while I do not recall the exact figures, | 
believe that we have today about 40 more people in the Washington 
office than we had in 1905 when the Forest Service was set up. 

The bulk of our work is done in the field, outside of Washington. 
It is handled on the national forests through regional foresters, each 
having control over the national forests in several States. 

It is still further decentralized through the individual national 
forests, each of which may cover 1, 2, or 3 million acres. Each of 
those national forests is in charge of a forest supervisor. He has 
under him several district rangers, each in charge of a portion of one 
National Forest. The district ranger has authority to deal directly 
with local problems and does not have to consult the forest supervisor, 
for instance, in order to make small timber sales. In order to make 
timber sales of a larger size, he operates under the instruction of the 
supervisor, and if it becomes still larger the activity may be referred 
to the regional forester or rarely to Washington. 

Research is handled similarly through regional experiment stations. 
Cooperation with private forest owners also is decentralized and is 
handled through cooperation with State agencies. 


ACCESS ROADS 


Mr. Horan. We recognize: the great need for additional access 
roads, not only because of the forests being managed, and access roads 
are a part of that program, but also because we have insect infestations 
that almost make it mandatory that we have additional access roads 
so we can control these pests by local efforts, particularly the beetle 
infestation. 

These estimates were actually prepared last fall; is that correct? 

Mr. McArpte. They were prepared last fall, but they were reviewed 
this spring. 
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\(r. Horan. With reference to the revision, the question I want to 
ask you, Mr. MeArdle, is this: Was that revision in terms of presenting 
possibly a supplemental appropriation for access roads; and is it 
revised in terms of personnel that might be necessary so we can do 
a selective job of logging timber that has been infested by beetles; or 
are We going to face the possibility of millions and millions of dollars 
of loss from down timber, and unharvested timber? 

\ir. WHEELER. May I say, Mr. Horan, that these estimates, coming 
before you today, follow the Secretary’s testimony of last Tuesday, 
and we will supply as rapidly as we can the superseding justification 
sheets that will show you the revised estimates, ‘submitted by the 
Forest Service with the approval of the Secretary on the special point 
ou have raised, as was discussed previously during the hearings on 
the control of forest pests. When we come to the item of roads and 
trails, you will find an increase of $10 million above the original 
hudget, for access roads. 

The details which you have in the subcommittee print, of course, 
are based upon the budget submitted in January. We are sub- 
mitting, and what you have in your hand, is the justification based 
upon the revised budget. 


POTENTIAL LOSSES THROUGH INSECT INFESTATION 


Mr. Horan. Mr. Cliff, if we do not provide sufficient access roads; 
what is your guess as to the loss in natural resources due to down 
timber and unharvested timber that will be lost because of the failure 
of Congress to provide sufficient access roads? 

Mr. Curr. You are talking about insect-infestation losses? 

Mr. Horan. Definitely. 

Mr. Cuirr. The timber that is immediately threatened in northern 
Idaho and Montana amounts to about 6 billion feet of spruce. A 
total of 12% billion feet could be ultimately threatened. The pro- 
posed estimates would provide funds for harvesting the infested 
timber in that section and thereby protecting the uninfested timber. 
We will need to re in the next 3 years about 1% billion feet of 
timber in those areé 

We hope that we can do that and also undertake some supplemental 
control measures, which will result in stemming that epidemic. 

We have another serious epidemic in the Douglas-fir area in western 
Oregon and southwestern Washington, where there are about 3% 
billion feet, of windthrown and insect-infested timber which should 
be salvaged as promptly as possible. It is estimated that about 
three-quarter billion feet more will be killed by the beetles this vear. 
Therefore, we are faced with the job of harvesting about 4.5 billion 
feet of down and insect-killed timber before it deteriorates. This 
timber has a value of about $40 million. 

Mr. Horan. This is a real problem we have with us. We have the 
responsibilitv for the conservation of natural resources, in this case, 
the Forest Service. I do not think there is a question of doubt, and 
| would like, Mr. Cliff, to have you say whether you agree with me, 
that any amount we might justifiably expend for access roads in this 
way will be more than repaid. 

Mr. Currr. Yes; it will, over a period of several years. 

Mr. Horan. That is all. 


80505—53—pt. 3———25 
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ORGANIZATION OF FOREST SERVICE (CONTINUED) 


Mr. Anprprsen. Mr. McArdle, you were discussing generally the 
setup in the Forest Service. Will you continue on that, please? 

Mr. McArp.e. The point I was making, Mr. Chairman, is tha; 
our work is highly decentralized and is out on the ground, where the 
folks are working, as near as we can possibly get it. We handle the 
National Forest resources through the regional offices, and there js 
relatively little of the actual detail business done through the office 
here in Washington. 

Our cooperation with the States follows a similar pattern, and w, 
do not have a large number of Federal employees doing the work. In 
dealing with private landowners, the States are employing the peopl 
and the Federal Government cooperates with the States, and -has fo; 
many years, financially and in other ways 

Similarly, on research, the work of the Forest Service is not done at 
a central laboratory in Washington. We have 11 forest and range- 
experiment stations, located in the field. These regional stations and 
their research centers, located out where the work is in the woods and 
on the ranges, handle the problems that are being studied. The 
forest-products laboratory at Madison, Wis., is the exception to this 
decentralization; that work can best be handled by concentration in 
one place. 

OREGON AND CALIFORNIA LANDS 


Mr. ANpEeRSEN. What would your recommendation be relative 
to solving the problem of the Oregon and California lands on the west 
coast, Where both the Forest Service and the Bureau of Land Manage- 
ment are performing identical functions on intermingled timberland? 

I might say that the staff of this committee looked into that matte: 
last fall, and it does seem to this subcommittee that there is possi- 
bility for improvement there. It is ridiculous, in my opinion, to hav: 
one Federal service operating one section of land and another servic 
responsible for the one next to it. 

I presume you would say that the only possible solution would be 
through legislation; is that correct? 

Mr. McAro.e. It would require legislation, or perhaps it could 
be done under an Executive order, to combine the administration 
of the O. and C. lands and the national forest lands so they could 
be handled under one administration 

However, I might point out that action has been taken in the last 
month or two to correct one part of this difficulty. 

As the committee may know, there are about a half million acres 
of land inside the boundaries of the national forest which have been 
contested by the Interior Department as to whether they are actually 
national forest lands, as they heretofore have been considered. 

Under an agreement between the two departments, made more 
than 10 years ago, the money from timber sales on these contested 
lands has been placed in escrow. That funds now amounts to more 
than $6 million and is increasing at the rate of more than $1 million 
a year. Two Attorneys Gene ral have ruled they are national forest 
land, but thus far that opinion has not been accepted by the Depart- 
ment of the Interior. 

The matter seems to be a stalemate; and so, early in January, when 
the new Congress convened, we discussed this matter with one of the 
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Congressmen from Oregon and one of the Senators from Oregon, and 
they proposed that these lands be declared national forest lands, but 
lat the receipts from those lands be distributed to the credit of the 
Oregon counties according to the O. and C. formula. If this com- 
promise is accepted, it will break an impasse that has existed for the 
last 10 or 12 years. 

Similarly, inthe legislation which has been drafted by these two 
\fembers of Congress, the O. and C. lands inside the national forest 
boundaries, and the national forest lands would be exchanged onta 
value-for-value basis, so as to provide solid blocks for national forest 
administration and solid blocks for O. and C. administration. That 
will partly solve the difficulty, but it will not be a complete solution. 

Mr. ANperRsEN. A similar method has been used in the northern 
part of Minnesota, I believe, between the States and the Federal 
Government, where parcels of land are being exchanged. 

Mr. McArp.e. Yes, that has been going on for a good many years. 
(nd I expect that Minnesota and Michigan probably have done more 
in that respect than any other States. 

Mr. ANDERSEN. Mr. McArdle, of course, we realize that this entire 
problem requires basic legislation and cannot be corrected by action 
of the Appropriations Committee. I am bringing this out for the 
record at this point since, in my opinion, significant savings can be 
made if the major land functions of the Government can be more 
fully coordinated. 

I want to quote from the Hoover report relative to this. 

In the final report the Hoover Commission recommended as 
follows: 

This Commission believes that logic and public policy requires that managing 
land agencies be grouped in the Department at Agriculture. It recommends 
that land activities of the Department of the Interior, chiefly the public domain, 
except mineral questions, and the Oregon and California revested lands, be 
transferred to the Department of Agriculture and that other development activi- 
ties, except local farm supply of water, be transferred to the Department of the 
Interior. 


In another statement the Hoover Commission states: 


Our three task forces on agriculture, natural resources, and public works 
urgently recommend the consolidation of these agencies. It has been urged for 
many years by students of government. The Commission agrees with this 
recommendation. The task force on agricultural activities urgently recommends 
that these consolidated activities be placed in the Department of Agriculture; 
and the task force on natural resources urgently recommends that they be 
transferred to the Department of the Ingerior or its successor. 


It would seem to me, Mr. McArdle, that it is the height of foolish- 
ness to have two great agencies of the United States Government 
working along duplicating lines. Certainly a lot of money could be 
saved if the proper functions were consolidated. But as you said 
before, that is something that will require basic legislation. 


Mr. McArpue. Yes. 


DESERT EXPERIMENTAL RANGE 


Mr. ANperRsEN. How do you justify a continuation of the desert 
range research station near Milford, Utah? I understand that has 
been in operation some 18 years and no official results of the work have 
ever been released. I also understand that the type of research work 
done is applicable almost entirely to the type of ranges handled by 
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the Bureau of Land Management, rather than the Forest Service. 
What is your comment on that? 

Mr. McArpie. May I have that discussed by Mr. Harper? 

Mr. Harper. Mr. Chairman, the desert range experimental station 
has been in operation for a number of years. We consider that one of 
the most important experimental ranges we have. 

Mr. ANprerRsEN. Yet you have published no official reports of the 
findings, according to this statement. 

Mr. Harper. On the other hand, we have published a considerable 
number of results from the research on the experimental range. It js 
true we have not vet published a Department bulletin, but one is now 
being printed. We have, however, published locally, many aspects of 
the study. As a matter of fact, we have quite a list of publications 
that we have gotten out on our work at the experimental range. | 
want to say this, that we have used several methods of getting our 
results across to ranchers and to range-land managers and often they 
have used these results as fast as they are available. . 

Some of our results appear in short articles, gotten out at our 
Stations, some in journals, and some of them are published coopera- 
tively with the agriculture experimental stations. 

Mr. AnpEerseN. What work do you perform at that station? 

Mr. Harper. The research is primarily on sheep grazing. We are 
studying the problems of forage utilization and problems of sheep 
management out on desert range. 

Mr. AnpEeRSEN. May I interject here to read from this report before 
me, which states: 

The desert range research station of the Forest Service near Milford, Utah, 
oecupies an area of 55,000 acres set aside in 1933 by Congress for engaging in 
research on types of brush and grasses best adapted to desert ranges and deter- 
mination of those varieties which provide the best forage on a year-round basis. 

What does that have to do with the Forest Service? It looks to 
me as if it would be more nearly related to the Bureau of Land Manage- 
ment. 

Mr. Harper. Yes; that is true. You will recall that we have au- 
thority and responsibility for doing range research work on all land, 
regardless of its ownership. In other words, we do a lot of research 
work on BLM problems. 

Mr. ANDERSEN. Are they not doing similar research? 

Mr. Harper. No; they are not doing similar research work; how- 
ever, they do actively cooperate with us on many problems by fur- 
nishing fencing material and labor; and assume some of the expenses. 
We, however, plan and interpret the work and make out the reports 
on it. 

Mr. ANDERSEN. First, let me have your assurance that in your 
opinion there is no duplication of work. 

Mr. Harper. There is absolutely no duplication. The Bureau of 
Land Management looks to us for research. We do experimental 
work in cooperation with the agricultural experiment stations. The 
Bureau of Land Management itself does not try to carry on research 
of this type on its own, but as I said, they cooperate by furnishing 
materials and manpower, and assistance to us. 

We have this procedure or approach, as far as our relationship with 
them is concerned in fields of their activity: We formulate our research 
programs, and put on our “ranch days” for the benefit of ranchers 
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and others. They come in and see the results on the ground, and a 
written release is always given out on the more important and out- 
standing results of the current year. Also here in Washington we 
have, in this connection, meetings with the Bureau of Land Manage- 
ment people to discuss the research program. 

Mr. ANppRSEN. May I say, Dr. Harper, that I am informed that 
apparently the Bureau of Land Management has had very little use 
of the results from that particular station, and yet this station is doing 
work primarily applicable to its lands. I think you said they are 
cooperating with vou. 

Mr. Harper. Yes. 

Mr. AnpreRSEN. But from this report there seems to be very little 
interest on the part of the Bureau of Land Management. 

Mr. Harper. I want to say this, that I think cooperation with 
eference to the Bureau of Land Management and our research can 
be improved, and we are striving hard to do that. I do find, however, 
that there is a lot of willingness on their part to sit down with us on 
problems and apply the research results, insofar as they are able to 
do so. 

For example, in applying some of the results, ranchers have in some 
cases succeeded in the application of better grazing management that 
should benefit these lands. 

Mr. ANpERsSEN. I have this statement before me in reference to the 
investigation of this facility: 

Two basic questions need further consideration in connection with 
this Forest Service facility. First: Is continued research at this 
location justified in view of the limited results of their findings? 
Second, If continued research work is advisable, should it not be 
conducted by the agency which administers land of similar types? 

To conclude this, Dr. McArdle, this subcommittee would like you 
to look this over very carefully during the coming year, and we will 
question you very care fully next year as to your findings as to possible 
further need for it. 

Mr. McArptr. May I say also, Mr. Chairman, in supplementing 
what Mr. Harper has said, that the basic authority for doing range 
research is in the McSweeney-MecNary Act of 1928. There are very 
few agencies in this country doing range research. 

Mr. Anpersen. The Bureau of Land Management does not have 
that basic authority? 

Mr. McArpte. No; I do not know if they have the authority. 

[ doubt if they have authority comparable to that used by us. 

Then a second point that I might make, one that you touched upon 
varlier, is that land under the administration of the different Federal 
agencies and of the State agencies, or of private landowners, does 
necessarily vary, though it may be very similar. Work at this par- 
ticular station serves all those purposes and results of research of a 
particular type are available to public and private landowners alike. 

Mr. AnprersEN. Mr. McArdle, does not your statement point up 
very specifically what I mention, that it is ludicrous for us ts have 
five different agencies of the Government interested in grazing lands. 
It is very expensive, in my opinion, and I think the Congress should 
take some action to rectify it. 

Mr. McArpte. I think you are exactly right. So far as research is 
concerned, I wonder if I might ask Mr. Loveridge to make a statement 
on this? 
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Mr. ANDERSEN. Yes, Mr. Loveridge. 

Mr. Loverince. There are probably 50 million acres of so-called 
desert range land. To obtain reasonably good use of such a tremen- 
dous area certainly calls for research work. That is being done by 
the Forest Service under the authority of the Congress, as Dr. 
MeArdle has pointed out. The results of that research, as your 
report brings out, have not yet been published in a Federal Govern- 
ment bulletin. However, we can, if you wish, add to the record a 
long list of other publications which include magazines, newspapers, 
mimeographed documents, and otherwise giving the results of work 
at that station. 

Mr. AnpersEN. I do not know whether that would be of particular 
value at this point, Mr. Loveridge. 

Mr. LoveripGe. As you please. 


THE PLACE OF LAND-MANAGEMENT ACTIVITIES IN GOVERNMENT 
ORGANIZATION 


Mr. ANDERSEN. Let me say this. As one Member of Congress, 
it is my opinion that the Bureau of Land Management has no busi- 
ness at all in this. All of this land should be under the Forest Service. 

Mr. Lovertpce. The Hoover Commission recommended it all be 
placed in the De _partment of Agriculture, as is the Forest Service. 

Mr. ANDERSEN. It is the kind of operation which is certainly con- 
ducive to waste and extravagance. 

Are there any further questions on this particular item? 

Mr. Larrp. What is the attitude of the Forest Service on regulation 
of cutting practices on private land? 

Mr. McArp.ez. Mr. Laird, as you undoubtedly know, the attitude 
of the Forest Service for a good many years, and we have been follow- 
ing the policy of four different Secretaries of Agriculture, has been in 
favor of State control of cutting practices on privately owned forest 
lands, within a general pattern or framework of Federal law. What 
the attitude of the new administration will be, I cannot tell you. We 
will, of course, take our cue from that administration. 


THE FOREST SERVICE IS NONPOLITICAL 


Mr. AnpErRSEN. Mr. Laird, I feel that we have before us today one 
organization of the Government that operates without any such 
thing as politics. I have never heard, through my mail or otherwise, 
any complaint at all along that line. The men at the top level in the 
Forest Service have gotten there through their own efforts. I think 
you will agree with that, Mr. Whitten. 

Mr. Wuirten. I certainly do, Mr. Chairman. 

Mr. ANprersEN. Thank you, Mr. Laird. 


THE PALEY COMMITTEE REPORT 


Mr. Lairp. Mr. McArdle, the Paley committee recommended 
that funds be appropriated to enable the Forest Service to plant all 
denuded lands capable of growing timber that would provide a good 
return. Do you believe this could be accomplished and, if so, at 
what cost per acre? 
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\ir. McArpue. May I refer that question to Dr. Harper? 
\fr. Larrp. Certainly. 


REFORESTATION 


Harper. Mr. Chairman, there are about 65 million acres in 
the United States in need of planting. Those lands have been cut 
over, and the land is denuded, or poorly stocked. 

We are planting at the present time on such lands at the rate of 
about half a million acres per annum. It will take a long time at 
that rate to plant up the 65 million acres. We think that the planting 
program should be speeded up. I am talking, you understand, about 
all forest lands, private as well as public lands. 

The cost of planting varies between sections, and according to the 
conditions under which you have to do the planting. In the south 

will probably range around $10 an acre. In the northern area, 
where it is more difficult, it may run as much as $20 to even $30 per 
acre for planting. 

Mr. McArpue. On the other aspect of Mr. Laird’s question as to 
whether or not it would pay: In my opinion it would pay great divi- 
dends, and may I say at this point in further supplementing what 
Mr. Harper has said, that in the past several years the State forestry 
agencies and the private landowners have made tremendous strides 
in getting some of this enormous acreage of cut-over and burned-over 
lands reforested. 


PRODUCTION OF SAW LOGS OR PULPWOOD 


Mr. Larrp. I am assuming that the Forest Service policy is to con- 
duct growing of timber and cutting practices in such a manner that 
saw logs are favored over such items as pulpwood or smaller stock. Is 
that true? 

Mr. McArp te. I think the answer to your question, Mr. Laird, i 
that has been the policy. Generally speaking, we have felt that the 
public lands could afford to raise the larger trees needed for saw logs 
better than some of the privately owned lands could. What the 
situation will be in the future with new uses coming in for wood and 
new developments in chemical processing, in use of the smaller pieces 
of wood, and smaller trees, is something I do not believe I can fore- 
cast right now. 

Mr. Larrp. Assuming that is the policy, and it has been built up 
over the years, because it has been the feeling that saw logs should 
be grown on private and publicly held lands, are you giving any 
attention or any consideration to the pulp and paper industry in an 
attempt to see that they get a more even break on publicly held land? 

Mr. McArpue. That has been done. Actually, the pulp and paper 
industry of the Nation can get perhaps a better break if the Federal 
lands are used for raising larger trees, because they can use as pulp- 
wood the trees that are thinned out. This might be cheaper than 
grow ing only smaller trees of pulpwood size. This is a matter not 
only silviculture, but of economics. It is one of the things we 
are studying in our research work. Sometimes it can be shown that 
it is more profitable to raise only the smaller size of trees for pulp- 
wood; under other conditions it pays to take the pulpwood from 
thinning operations. 
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Mr. Curr. May I supplement what has just been said? 

Mr. ANDERSEN. Certainly, Mr. Cliff. 

Mr. Curr. There are certain species of timber that are bette 
adapted to pulp production than saw-log production, and it is thy 
policy to manage these species for pulpwood. I am thinking of jack 
pine, aspen, and the lodgepole pine in many areas and a numbe: of 
other species. Such species are most valuable for pulpwood and will 
be so managed. 

In some of the States, the Lake States, for example, pulpwood 
production represents the bulk of the cutting, and it will for som 
time until we get the forests more intensively managed. 

As Mr. McArdle pointed out, through the intensive Raapagernen' 
of forests, we are going to produce mult iple products from these lands 
Thinning and stand improvement cuttings necessarily will producé 
a great amount of pulpwood, and at the same time this more intensiy: 
forestry will produce saw logs for commercial needs. 

Mr. Harrer. May I add just one word to that? 

Mr. ANDERSEN. Yes. 

Mr. Harper. We use the term timber of saw-log size, which means 
the bigger-size timber for saw logs, or pulpwood, and we think of th: 
saw-log sizes as a way of getting the maximum growth from the timbe: 

Mr. ANDERSEN. Do you get more revenue out of the land by pro- 
ducing saw logs than you do in producing pulp? 

Mr. Harper. That is right; we get the most revenue with the 
maximum growth. 

Mr. ANDERSEN, But can you not grow about 3 trees of pulpwood 
size while you are growing 1 for saw logs? 

Mr. Harper. No. The ratio would not be as high as that. 

One can figure on the basis of the cubie content, and if you can 
grow more wood by growing a tree, say, to 12 or more inches in 
diameter, rather than cutting it when it is 8 to 10 inches in diameter, 
it would pay to produce the larger timber rather than the smaller size 

Mr. Wurrren. In our section of the South, where you have fast- 
growth pine, the two work together pretty well. They need to thin 
the stands, and they get the pulpwood through thinning. 

Mr. Larirp. The Paley committee recommended that “the Federal 
Government raise the level of silvicultural work on its commercial 
timberland at least to the level maintained on intensively managed 
private forestlands of comparable value.” 

Why should such a recommendation be necessary since we have 
been led to believe that Government-owned timberland was managed 
on an intensive basis? 

Mr. McArbuie. The Government-owned timberland of the national 
forests is managed on an intensive basis. It is not always possible on 
some of the national forests to carry out as intensive a program as on 
privately owned lands, but silvicultural work is done with a high 
degree of intensity on the national forests. 

Mr. Larrp. This does not seem to indicate that. 

Mr. McArpue. I think what they are talking about there, Mr. 
Laird, is that much of the national forest, and for that matter much 
of the other federally owned timberland, is not yet under intensive 
management, whereas privately owned lands are more accessible 
and therefore a larger acreage can more readily be managed intensively. 
The Paley committee probably was thinking of total acres under 
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nsive management, of the fact that there are so many acres of 
lic-owned lands that are not yet under intensive management, and 
til reads are built there is no way where they can be put under 

management. Where national forests are under management, 
silvicultural work is of a high order. 


LAND ACQUISITION PROGRAM 


\ir. Lairp. What do you expect to do in connection with land 
equisition; where, and how? 

Mr. McArpue. If you will look at the budget estimate before you, 
ou will see that there is no money authorized for land acquisition, 
30 that there obviously will be no land purchases. ‘There is a small 
carrvover of funds that were set up a number of vears ago by Congress 
for the purchase of land in the Superior roadless areas in Minnesota, 
which will soon be used for certain selected areas within the roadless 


SALVAGE OF INSECT-INFECTED TIMBER 


Mr. Larrp. The other day when we were considering the problem 
of forest pests, I brought up the question of the enormous amount of 
spruce in Colorado, especially, that was killed by insects some years 
co. 1 would like a statement developed in the record reviewing 
he efforts that have been made by the Forest Service to salvage 
his timber before it becomes windthrown, and any plans that you 
have for access roads, or whether they are included for this particular 
“urea 
Mr. McArp.e. We will be glad to insert such a statement in the 
record, Mr. Laird, and ] want to say in the record at this point, that 
very strong efforts have been made to salvage that timber. 

The statement referred to is as follows:) 


Errorts To SaLvaGE Insect-KiLLep TIMBER IN COLORADO 


T 


In 1942 it had become evident that a major inseet epidemic was in progress in 

he Engelmann spruce stands of the White River plateau in western Colorado. 
Che infested area was almost completely lacking in roads suitable for timber haul- 

g. The Forest Service proposed the construction of a timber hauling road to tap 
Cline Top Mesa (north of Neweastle, Colo.) in 1942. This road of 17 miles was 
constructed in 1943-44. <A sale of insect-killed timber for sawlogs was made to 
the Buckingham Lumber Co. in June 1944. This company cut sawlogs with 
portable mills in 1944 and 1945. Because of radial checking, sawlogs could not 

cut on Cline Top Mesa after 1945. 

In 1946 the Forest Service began construction of the Coffee Pot Road (north of 
Dotsero, Colo.) to tap another major block of insect-killed spruce. This 20-mile 
road was completed in 1947. Sawlog timber sales were started that year and con- 

ied through 1949 when this block also became unmerchantable for sawlogs. 

In 1945 the Forest Service started a program to interest Lake States pulpmills 

cutting and shipping Colorado insect-killed spruce pulpwood to Wisconsin 
\ssistant Supervisor Carrol Clark was sent to contact Wisconsin mills for this 
purpose in the winter of 1945-46. A number of representatives of Lake States 
mills visited Colorado in 1946 and some small seale trial shipments of pulpwood 
were made that year. The Consolidated Water Power & Paper Co. of Wisconsin 
Rapids purchased the remaining timber tributary to the road on Cline Top Mesa 
about 30,000 cords) and began cutting in 1947. 

In the fall of 1947 the Forest Service increased its efforts to market larger 
quantities of dead Engelmann spruce to Lake States mills. This culminated in a 
meeting at Chicago in November 1947 which was attended by about 100 Lake 
States pulp executives, railroad traffic men and representatives of the American 
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Paper Association. The Forest Service representatives described operating cop- 
ditions and the various logging blocks which could be offered for sale. 

There was considerable activity and interest in dead pulpwood sales in 1948 but 
no additional cutting operations were established. Also in 1948 s study was 
made of the rate of deterioration of insect-killed spruce by the Division of Pathol- 
ogy of the Bureau of Plant Industry. From comparison with similar spruce 
stands killed before 1920 on high plateaus in south Utah, it was determined that 
standing insect-killed spruce would remain usable for pulp for many years—at 
least 20 years and probably more than 30. 

In late 1948 the Forest Service was requested by the Columbine Development 
Co., a newly formed corporation organized primarily by business people in wester: 
Colorado, to make an offering of dead timber suitable for the establishment of 
a newsprint plant in western Colorado. Negotiations with this organizatio: 
continued through 1949. Bidding on the resulting timber offering of 4,565,000 
cords was held on March 29, 1950. Minimum acceptable price was 75 cents per 
cord, but spirited bidding resulted in a preliminary award to the Columbine 
Development Co. at $3.10 per cord. Because of emphasis on other types of pulp 
products during the early phases of the Korean crisis, the Columbine Co. shifted 
its plans to produce other types of pulp. After the company’s efforts along this 
line proved unsuccessful, a renewed effort to establish a newsprint plant of smaller 
size—around 125 tons daily capacity—-was made with participation by Colorado 
newspaper publishers. A good deal of interest in this proposal developed last 
summer but the project did not materialize. The Forest Service terminated the 
preliminary award of the Columbine Development Co. on December 31, 1952 

This timber is now available for resale. At least two groups are considering 
submission of proposals which would lead to reoffering of this timber for estab- 
lishment of a pulp plant in Colorado. Both of these groups are interested in 
possibilities of a small-sized newsprint plant which would market perhaps 80 
percent of its product in Colorado and vicinity. 

Since 1947 the Consolidated Water Power & Paper Co. has continued to produce 
pulpwood from White River National Forest dead spruce for shipment to Wis- 
consin. This concern has cut 85,000 cords of dead spruce in the Cline Top and 
Coffee Pot areas of the White River National Forest since 1947. Additional 
offerings of approximately 60,000 cords are planned for advertisement this spring 
and summer in the Coffee Pot area. 

Under the timber sale agreement to which the Columbine Development Co. 
held preliminary award, the purchaser had the responsibility for construction of 
necessary hauling roads. Since large blocks of insect-killed timber are available, 
Forest Service plans have been made on the basis that access roads for further 
development of the dead spruce areas will be built by timber purchasers. 


TIMBER RESOURCE REVIEW 


Mr. AnpERSEN. What is the timber resource review expected to 
accomplish? 

Mr. McArpts. The resource review is about the seventh of a series 
of periodic analyses that the Forest Service has made over the past 
40 or 50 years. These studies enable us when we come before this 
committee, and other committees of Congress, to speak with some 
assurance and accuracy as to the status of this country’s forest re- 
sources. As I said earlier, when we talk about forestlands, we are 
dealing with one-third of the total area of the United States. It 
is an enormous acreage. While a great many people have some in- 
formation or some figures on this forest resource, in no place that | 
know of expect in such studies as the timber-resource review, which 
in the past have gone by different names, are these scattered pieces 
of information brought together. We have made tremendous progress 
in forestry in this country since the last study was made in 1945. But, 
I cannot tell you today with any assurance just what that progress 
amounts to. I know it is considerable in many places. In some 
places it may have gone backward. 
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\{r. ANDERSEN. How long do you estimate it will require to com- 
ete this review, and what is the estimated Federal cost to complete it? 
\ir. McArpue. The timber resource review is a regular part of 
Forest Service activities. Most of the information that is needed is 
obtained as a part of our other activities. For example, the Forest 
survey collects much of this information as part of its regular job. 
But the information obtained under Forest Survey is not currently 

. to date. The survey may be completed in Minnesota in 1947; 
t may be completed in South Carolina in 1948, and so on. The pur- 
pose of the timber resource review is to bring all information up to 
some common time basis. 

\ir. ANDERSEN. Do you anticipate an end to it, or will it be a 
continuing process? 

Mr. McArp te. I would think such studies as this should be done 
periodically every 8 or 10 years. It consists largely of bringing 
together available information on a common time basis. The infor- 
mation is largely already available, but it needs to be brought up 
to date. It would be a part of our regular work by our regular people. 

Mr. ANDERSEN. How many Forest Service employees are required 
in the timber resource review? 

Mr. McArp.ue. I think I will ask for Mr. Harper to check me on 
this. It is a difficult question to answer because so much of it is han- 
dled as part of our regular work. 

Mr. Harper. On a full-time basis devoting just to this job of writing 
plans and seeing that the whole thing is coordinated, we have two 
people that are devoting their full time. Now, in addition to that, 
we have about 100 people in our forest-resource survey. It is a part 
of their regular job to be getting information of this nature. They 
will continue gathering the forest-survey information. Only a part 
of their time will be used to bring it up to a common-time basis for 
consolidation into a single report. 

Mr. McArpte. I think I might summarize it in this way. Two 
full-time employees will direct the part-time activities of a large num- 
ber of regular Forest Service employees, private industry contributions 
and State employees. This is a comprehensive project involving a 
great many people who are contributing what they know to a project 
in which we are all participating, and the results will be made available 
to all of them. It is a joint endeavor on the part of the Federal, 
State, and private agencies with the Federal Government taking the 
lead in it. 

LEGAL AUTHORITY 


Mr. Horan. The question I am going to ask deals with a problem 
we are facing now and upon which Mr. Carl Loos, the new Solicitor, is 
putting a great deal of time on, I know. In the operation of the 
executive branch of this Government of ours, we do hold men responsi- 
ble. In some instances, we hold them responsible for something they 
have no jurisdiction over, and one of those in the Department of 
Agriculture is the Forest Service. I am not quarreling with that fact. 
[ wanted it on the record so we would know what we are talking about. 
[ have no quarrel with the Forest Service. I do quarrel with some of 
the fragmentations we find in the executive departments. When did 
the Forest Service start? 
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Mr. McArpte. February 1, 1905. There had previously been 
forest research and technical assistance in the Department of Agri- 
culture for a number of years. The public lands that are now the 
national forests were at that time under the jurisdiction of the Depart- 
ment of the Interior, and were transferred in 1905 to the Department 
of Agriculture. Simultaneously, the Forest Service was established 

Mr. Horan. The history of our attempts to manage one of our 
greatest national resources is less than 50 vears old? 

Mr. McArpue. That is correct, sir. 

Mr. Horan. The history would further indicate that only in the 
last, perhaps 20 years, have we really made any attempts to cut 
through the labyrinths of private and State jurisdictions to really 
have an attempt to have a coordinated management of the forests? 

Mr. McAropte. I think that is correct. 

Mr. Horan. What is the statutory foundation of your jurisdiction 
as far as the Forest Service is concerned? I am asking this for the 
record, and not to embarrass anybody or confuse anything. I un- 
derstand that you are almost autonomous in the Department of 
Agriculture. 

Mr. McArpue. No, very few of our statutory authorizations go 
directly to the Forest Service. Most of our authority runs to the 
Secretary. If that is the question. 

Mr. Horan. That is exactly it. 

Mr. McArpute. The Forest Service operates under a considerable 
number of congressional acts. 

Mr. ANDERSEN. Would you have them placed in the record? 

Mr. Horan. Yes. 

Mr. McArpie. We would be very glad to insert some of the prin- 
cipal basic authorities which are included in a published booklet. 

(The information requested is as follows: ) 

The basie legal authorities under which the Forest Service operates are pub- 
lished in a booklet entitled ‘‘The Principal Laws Relating to the Establishment 
and Administration of the National Forests and to Other Forest Service Activi- 
ties,”’ issued in May 1951. It is further identified as United States Department 
of Agriculture, Agricalture Handbook No. 20. 


The following lists principal basic authorities for each appropriation and sub- 
appropriation covered by the budget estimates. 


SALARIES AND EXPENSES, FOREST SERVICE 
NATIONAL FOREST PROTECTION AND MANAGEMENT 


The act of June 4, 1897 (16 U. 8. C. 473, 475-482, 551), and the act of Febru- 
ary 1, 1905 (16 U.S. C. 472), provides that the Secretary of Agriculture shall make 
provision for the protection of the national forests. This is the basic authority 
for the management and protection of the national forests and is mandatory. 


FIGHTING FOREST FIRES 


The act of June 4, 1897 (16 U.S. C. 473, 475-482, 551), and the act of Febru- 
ary 1, 1905 (16 U.S. C. 472), provides that the Secretary of Agriculture shall make 
provisions for the protection of the national forests against destruction by fire. 
The authority is mandatory. 

FOREST RESEARCH 


The Forest Research Act of May 22, 1928 (45 Stat. 699), as amended (sees. 
58la-i, title 16 U. S. C.), establishes a mandatory requirement by directing the 
Secretary of Agriculture to conduct research relating to the best methods of re- 
forestation and of growing, managing, and utilizing timber, forage, and other 
forest products, of maintaining favorable conditions of waterflow and the preven- 
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of erosion, of protecting timber and other forest growth from fire, insects, 
lisease, or other harmful agencies, of obtaining the fullest and most effective use 
of forest lands. 


Forest Roaps ANp TRAILS, FoREST SERVICE 


Section 23 of the act of November 9, 1921 (23 U. S. C. 23, 23a), as amended 
act of June 29, 1948 (Public Law 834, 80th Cong.); and act of September 7, 1950 
Public Law 769, 8lst Cong.), provides for a planwise construction program of 
roads and trails on national forests. Construction and maintenance of roads 
and trails is a vital adjunct to the general protection and management of the 
national forests and the basic authority for the latter is mandatory The citations 
refer to facilitating and supplementing legislation. 


ACQUISITION OF LANDS FOR NATIONAL FORESTS 


The Weeks Act of March 1, 1911 (16 U. S. C. 5138-519, 521), as amended, 
esiablishes a mandatory requirement by directing the Secretary of Agriculture 
to examine, locate, and recommend for purchase such forested, cutover or denuded 
lands within the watersheds of navigable streams as in his judgment may be 
necessary to the regulation of the flow of navigable streams or for the production 
of timber 


AcQUISITION OF LANDS FOR NATIONAL Forests—RECEIPTS 


rhe acts of August 26, 1935 (Public Law 337), May 11, 1938 (Public Law 505), 
June 15, 1938 (Publie Law 634), June 25, 1938 (Public Law 738), June 11, 1940 
Public Law 591), June 11, 1940 (Public Law 589), and June 17, 1940 (Public 
Law 637) (58 Stat. 227), authorize use of national forest receipts for the aequisi- 
tion of lands within all or part of specified forests to aid in the control of soil 
erosion and flood damage. These acts are permissive. 


STATE AND PRIVATE ForRESTRY COOPERATION 


The act of June 7, 1924, as amended, and act of October 26, 1949 (16 U.S. C 
564-568a), established a mandatory requirement by directing the Secretary of 
Agriculture to cooperate with the various States (a) in protecting State and 
private lands from fire, (6) in procurement, production, and distribution of 
planting stock to woodland owners, and (c) to aid farmers through advice, educa- 
tion, demonstrations, and other similar means in establishing, renewing, protect- 
ing, and managing wood lots, shelter belts, windbreaks, and other valuable 
forest growth, and in harvesting, utilizing, and marketing the products thereof. 


COOPERATIVE RANGE IMPROVEMENTS 


Section 12 of the act of April 24, 1950 (16 U. S. C. 580h), provides permissive 
range improvement authority through use of appropriations derived from grazing 
receipts. 

EXPENSES, Brusu DisposaL, Forest SERVICE 


Section 6 of the act of April 24, 1950 (16 U. 8. C. 490), provides permissive 
authority for the Secretary of Agriculture to require purchasers of national forest 
timber to deposit the estimated cost to the United States of disposing of brush 
and other debris resulting from their cutting operations. Under a mandatory 
provision such deposits are covered into the Treasury and constitute a special 
fund which is available until expended. Any deposits in excess of the amount 
expended for disposals are transferred to miscellaneous receipts, forest reserve 
fund, and credited to the receipts of the year in which such transfers are made. 


PAYMENTS TO MINNESOTA (Cook, LAKE AND St. Louis CouNTLES) FROM THE 
NATIONAL Forests Funp 


Section 5 of the act of June 22, 1948 (U. 8. C. 577e—-577h), establishes a manda- 
tory requirement that the Secretary of the Treasury, upon certification of the 
Secretary of Agriculture, shall pay to the State of Minnesota at the close of each 
fiscal year an amount equivalent to three-fourths of 1 percent of the fair appraised 
value of certain national forest lands in the counties of Cook, Lake, and St. Louis 
situated within the Superior National Forest. 
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PaYMENTS TO ScHoot Funps, ARIZONA AND NEw Mexico 


The act of June 20, 1910 (36 Stat. 562, 573), makes mandatory provision that 
the States of Arizona and New Mexico are reimbursed in such proportions of th 
gross proceeds of all the national forests within those States as the area of land 
granted to the States for school purposes within the national forests bears to th: 
total area of all national forests within the States. 


PAYMENT TO STaTEsS AND TERRITORIES FROM THE NaTIONAL Forests Funp 


The acts of May 23, 1908, and March 1, 1911, as amended by the act of June 30 
1914 (16 U. 8. C. 500), makes mandatory provision that, except as otherwis: 
provided, 25 percent of national forest receipts be paid to the States and Territories 
for the benefit of public schools and public roads of the counties in which thx 
forests are located. 


Roavps AND Traits ror States, NaTioNaL Forests Funp 


The act of March 4, 1915 (16 U. 8. C. 501), makes a mandatory provision that 
10 percent of national forest receipts shall be available for the construction and 
maintenance of roads and trails within the national forests in the States from which 
such proceeds are derived. 

Mr. Horan. Indicate whether they are permissive or mandatory. 
These are things that are being reviewed at this time. I think prop- 
erly so, because we place a tremendous responsibility on one man, the 
Secretary of Agriculture, and those things which are in his shop. 
I think it is helpful to us as Members of Congress that we know 
exactly where his responsibilities are, how they might be diluted, how 
extensive they are. I understand that you have no quarrel with that 
either. It is a matter of what your basic authority is. 

Mr. McArpue. I hold myself responsible to the Secretary of 
Agriculture. 

Mr. Horan. I am glad to hear that. 

Mr. McArpte. That is why I have deferred once or twice to ques- 
tions, because I do not yet know the Secretary’s stand on those 
questions. His stand will be my stand. 

Mr. Horan. Thank you. 


GRAZING FEES 


Mr. AnpERSEN. As you well know, throughout the last 6 or 8 years, 
this subcommittee has been very much concerned with the divided 
responsibility for the administration of our grazing land in various 
agencies, particularly in reference to the difference in grazing fees. 
Under existing law, the fees of the Bureau of Land Management are 
set at 12 cents per animal a month. Compared with that very 
nominal fee, I would say it is very much too nominal, the rates of 
the Forest Service in various areas in the Northwest run from 50 cents 
to 97 cents for cattle, and 12 to 17 cents for sheep. A third agency, 
the Soil Conservation Service, charges an average of around 50 cents 
per animal-month for cattle, and 10 cents per month for sheep, and 
the rate by the Indian Bureau and the National Park Service generally 
approximate those of the Forest Service. Through that area, we find 
that grazing fees on private lands in the Northwest run from $2 to $5 
per month for cattle and from 50 cents to $1 per month for sheep. 

Don’t you think that it would be well if we could get down to a 
business basis on this whole grazing-fee problem, so as to bring in 
needed additional income into the eadiy of the United States? 
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That would enable this subcommittee to be more liberal with reseeding 
and the revegetation of that entire western area. 

\ir. McArpue. I think it is a subject which Congress, and this 
committee in particular, should give a lot of attention to, because, as 
vou have pointed out, the rates vary on public lands and in many 
instances are lower than they would be on comparable privately 
owned land. I don’t know if your figures were for comparable 
lands 

\Mr. ANDERSEN. My report states that fees are $2 to $5 per animal- 
month for comparable private lands. 

Mr. McArpue. Whether it is that amount or not, we know from 
experience that privately owned grazing lands of comparable quality 
rent for more than we charge on national forests. 

Mr. ANpeRSEN. As I have often said, we of southern Minnesota 
would be very much delighted if we could put our livestock out at any 
rate as prevails in BLM. 

Mr. Horan. The word “‘comparable”’ is, of course, the benchmark 
we have to use here. Some of our stock raisers out in Mr. Hunter’s 
area and my area particularly, maintain whole fleets of trucks in order 
to get their livestock, usually sheep, from winter pasture to summer 
pasture, Which may be 100 miles away. It can be, and it is the dis- 
tance from those winter ranges that determines the value of your range- 
land, because certainly it costs your livestock producer something to 
take his sheep from winter pasture up into the watersheds which may 
be far distant. 

Mr. Hunter. Sometimes they move sheep 1,000 miles or more 
from the very southern part of California, to the central region, to the 
north, into Nevada and back again. 

Mr. Horan. That is what determines your range values. It also 
enters into the value of your timber stumpage, the distance between 
the forest and the mill. 

Mr. ANDERSEN. Comparable private lands are at least twice, if not 
three times, what the Forest Service charges. Would you admit that? 

Mr. Horan. Yes, sir. 

Mr. ANDERSEN. Even at that, I think the Forest Service is charging 
a reasonable fee in comparison to those charged by BLM. 

Mr. Horan. If they are comparable, there is validity to everything 
you say, but let us remember most of your best range can be even 
above the timberline. 

Mr. ANDERSEN. Mr. Horan, I think you mentioned before you 
would be agreeable if we could have a fund into which these grazing 
receipts would go, to make sure that they were used for the revegeta- 
tion and reseeding of the range. I believe you have agreed in that 
case that the local people would feel more kindly disposed to pay what 
they should in the line of grazing fees. 

Mr. Horan. Yes, sir, and if we can work anything like that into 
the overall problem of flood control and forest conservation on our 
hills, let the people pay what that is worth. I think we have some 
pretty good examples growing out of our efforts in the last few years. 

Mr. AnpersEN. I think you have touched upon the nub of the 
whole matter. This is a much greater problem than whether or not 
ranchers get this grazing for lit le or nothing. The problem is to 
maintain that entire western region in such a condition that it will 
help in such problems as flood control. 
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Mr. Horan. The work you could do up in my colleague’s district 
in Wisconsin, would help in the matter of flood control down at New 
Orleans at the other end of the Mississippi. 

Mr. McArpbte. You have touched on something there, gentlemen 
that is one of the guiding principles of the Forest Service. It was 
of the 2 major reasons why the Forest Service was established. On, 
is to provide a continuous supply of timber, and the other is to main- 
tain a continuous flow of water. In the West, there are almost 
2,000 communities, some quite large, that are entirely dependent upon 
the national forests for their water supplies. There are more partly 
dependent. There are some 13 million acres of irrigated land depend- 
ent upon the national forests for water. There are some 600 hydro- 
electric developments—all the major ones in the West—dependent 
upon the national forests for water. For these reasons, in handling 
use of the national forests, whether it would be for timber or grazing 
or what not, we have tried to adjust all uses so as to preserve the flow 
of water. Now, about grazing fees on the national forests. These are 
established in relation to the price of meat, that is, the previous year's 
selling price of livestock. 

Mr. ANDERSEN. You do that by administrative action? 

Mr. McArpue. Yes, sir. 

Mr. AnpersEN. You establish all Forest Service fees? 

Mr. McArpuie. We do not have the same system for the sale of 
national-forest forage, that we have for the sale of timber. 

Mr. AnpersEN. Of course, on the average, the Forest Service lands 
are slightly more valuable for grazing purposes than the lands admin- 
istered by BLM, are they not? 

Mr. McArp te. Yes; | think that is true, but all those lands could 
be made immensely more valuable for grazing, could support more 
stock, at the same time would be better for watershed purposes, and 
flood control, if we could do on them what you and Mr. Horan have 
been talking about, that is, build them up. 

Mr. ANprerRSEN. And let the people who have the direct benefit of 
all of this pay at_least a small part of what they get out of it. 

I understand you have a formula which provides for the adjust- 
ment of the fees from year to vear? 

Mr. McArp te. That is correct, sir. 

Mr. Anpersen. And that, I understand, is on the basis of the 
per iat we tl tin — Sma pte Par diye gh 

Mr. McArpue. That is correct, 

Mr. ANDERSEN. Our in femeiation adhdiee thay dines 2081: <hed Faeest 
Service had increased the fees for cattle by 440 percent, and the fees 
for sheep by 340 percent. Now, if the Interior Department, through 
BLM, had done as well, it would have meant that the Federal Gov- 
ernment would have had considerably more funds with which to 
make improvements through that vast area. Will vou place in the 
record at this point further details relative to this particular formula? 

Mr. McArp.e. We will be very glad to do that. 

(The formula referred to follows: ) 

Current fees per head per month will bear the same ratio to the 1931 base fees, 
which average 14.5 cents per head per month for cattle and 4.5 cents for sheep, 
that livestock prices received by producers in the 11 Western States for the 
preceding year bear to the base livestock prices of $6.62 per hundredweight for 
cattle and $9.15 per hundredweight for lambs. 
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Following is a history of the origin and development. of 
fees on the national forests:) 


grazing 


> 


History oF Forest Service GRAZING FEBS 


By W. L. Dutton, Chief, Division of Range Management, United States 
Forest Service 


The following summary has been prepared for use in supplying information 
it the origin and development of grazing fees on national forests: 


EARLY REGULATIONS 


Provision for charging for grazing use of the national forests followed transfer 
the old “forest reserves’ from the Department of the Interior to the Depart- 
ent of Agriculture in 1905. In that vear James Wilson, Secretary of Agriculture, 
oved the following regulation, through authority granted by the act of June 4 

30 Stat. 35; 16 U. 8. C. 551 
Regulation 25. On and after January 1, 1906, a reasonable fee will be charged 

grazing all classes of livestock on forest reserves. In the beginning the mini- 

im price charged will be as follows, depending upon the advantages and locality 
of the reserve: From 20 to 35 cents per head for cattle and horses for the regular 

immer-grazing season, and from 35 to 50 cents per head for the entire year; 
from 5 to 8 cents per head for sheep for the regular summer-grazing season; and 

m 8 to 10 cents per head for goats for the reguler summer-grazing season 
lhese prices will be gradually advanced when the market conditions, transporta- 
tion facilities, and demand for reserve range warrant it, but the grazing fee charged 
will in all cases be reasonable and in accordance with the advantages of the locality 
\n extra charge of 2 cents per head on grown stock only, will be made for sheep 
and goats which are allowed to enter the forest reserves for the purpose of lambing 
and kidding.” 

From 1906 until 1910 there was little change in the fees, except that a few 
1djustments were made between forests and regions in order to secure like fees 
for like ranges. The regulations in 1910 provided for the establishment of cattle 
fees from 35 to 60 cents, raisinz the maximum limit 10 cents per head per annum 
and of sheep fees from 10 to 13 cents yearlong 

In 1915 the regulation was again amended and the per annum fees were estab- 

shed at 40 cents to $1.50 per head per annum for cattle, and the rates for sheep 
it 25 percent of the rates for cattle 


R9 


FIRST STUDY OF COMPARABLE PRIVATELY OWNED RANGES 


The year 1916 marked the first comprehensive attempt of the Forest Service 
) determine a fair compensation for national forest range in comparison with 
similar private-land ranges. It was at this time, too, that comments by certain 
Members of Congress favoring increased grazing fees assumed noteworthy pro- 
portions. 

After careful consideration by the Forest Service of the rental vaiue of some 
900 tracts of private land similar to nationat-forest range, the Secretary of Agri- 
culture, under date of November 3, 1916, issued an order increasing the grazing 
fees from 12 to 20 cents per. head for 1917 with the same amount of increase for 
each of the succeeding years of 1918 and 1919, provided no singie increase or 
series of iner-ases resulted in a fee in excess of $1.50 per annum A minimum 
rate of 60 cents per annum was established. These were flat-rate fees and all 
examples are on a cattle basis 


HOUSE COMMITTEE URGES INCREASE 


In 1920 the House Committee on Agriculture made efforts, in the form of 
appropriation riders and otherwise, to increase grazing fees by as much as 300 
pereent The Forest Service, however, took the position that it would not be 
fair to change the fees during the life of 5-year permits which had been issued 
in 1919. In addition, it was felt that economic conditions surrounding the live- 
stock industry in the West were too unstable to justify a hasty increase in fees 
at that time 


80505—53 
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FOREST SERVICE UNDERTAKES RANGE APPRAISAL STUDY 


As an alternative to the course proposed by the House Committee on Agri- 
culture, the Forest Service suggested that a comprehensive study of the range 
values in the Western States be made, with a view to determining a fair basis 
of compensation for use of national-forest ranges. The plan for the appraisa| 
was worked out and approved by the Secretary of Agriculture in November 
1920. C. E. Rachford, Assistant Chief of Grazing for the United States Forest 
Service at that time, directed the study. 


STUDY METHODS PROPOSED BUT NOT USED 


In the early stages of this study several methods for applying the principle of 
a fair and reasonable compensation to the Government for the use of national- 
forest range were considered. Among these were cost of production, open 
competitive bid, study of a sample range in each locality, value of range in re] 
tion to market value of livestock, and the rental value of comparable privately 
owned lands. All were discarded in favor of the last named, i. e., rentals paid 
for comparable lands in private ownership. 


SCOPE AND METHODS OF APPRAISAL 


The study included a survey of the rental value of over 2,000 tracts of pri- 
vately owned and controlled land comprising over 20 million acres. Of these, 
1,575 tracts or some 16 million acres were finally used for purposes of comparison 
with national-forest range lands. 

Some ten-thousand-odd national-forest grazing allotments involving about 110 
million acres were also surveyed and anatyzed. Primary factors, such as forage, 
water, topography, and accessibility, influencing grazing values were graded or 
rated on both the privately owned tracts and the national-forest allotments 
For example, the water on a given cattle range was graded 100 percent if the 
cattle were required to travel 1 mile or less; 90 percent if travel was between 1 
and 2 mles; 70 percent if travel was 3 to 4 miles; and 50 percent if travel was 4 
to 6 miles. The grades for all factors were then averaged to obtain the final 
grade for the unit. 

The basic value of the national-forest allotments was then determined by the 
following formula: The grade of the comparable privately owned tract of Jand is 
to its rental price (in cents per head per month) as the grade of the national- 
forest allotment to be compared therewith is to X. 


ORIGINAL RESULTS OF APPRAISAL 


The average per head per month rentals paid for the 16 million acres of pri- 
vately owned lands over a period of some 10 years ending in 1923 were 24.6 
cents for cattle and 7.5 cents for sheep. 

For the approximately 4 million acres studied but discarded, the average 
rentals per head per month were 54 cents for cattle and 14 cents for sheep. 

Recommended charges per head per month for national-forest range resulting 
from the study as of the fall of 1923 averaged 18.1 cents for cattle and 6.2 cents 
for sheep. Actual charges per head per month in effect on the national forests 
at that time averaged 10.4 cents for cattle and 2.9 cents for sheep. 


ORIGINAL APPRAISAL RESULTS PRESENTED TO PERMITTEES 


These proposed fees were presented to approximately 9,000 national-forest 
permittees at about 400 meetings held throughout the western country.  Per- 
mittees from New Mexico and Arizona attending the meetings, and numbering 
about 1,700, were favorable. (Proposed fees per head per month for those 2 
States averaged only 8.6 cents for cattle and 2.9 cents for sheep.) The great 
majority of the remaining 7,300 permittees agreed to the fairness of the method 
but, as a business proposition, were almost unanimous in opposing any increase 
at that time. 

CASEMENT APPOINTED TO REVIEW APPRAISAL 


As a result of the objections to the grazing fees as determined by range ap- 
praisal, the Chief Forester recommended to the Secretary of Agriculture that 
he select some competent man, wholly disconnected with the Forest Service, to 
make a thoroughgoing check of the appraisal. This recommendation was ac- 
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ed, and Mr. Dan D. Casement, Kansas livestock breeder and leader in the 

justry, was selected to make the review with the understanding that the 1919 

fee rate would continue through 1925 and 1926, except where the appraisal had 
shown the 1919 rates to be in excess of the value of the forage. 


FOREST SERVICE RECHECK OF APPRAISAL DATA 


During the interim, 1924-26, the original appraisal was rechecked and new 
jata on current privately owned land rentals added. In some instances these 
had been reduced below the previous 10-year average; in others the trend had 
been upward. The recheck also went further than the original appraisal in giving 
the permittee the benefit of any doubt which might exist as to the accuracy of 
the data. The result of the recheck and additional data was to recommend a 
still lower fee, so that when Mr. Casement began his assignment on January 2, 
1926, the appraisal recommendations per head per month averaged 16.6 cents 
rr cattle and 5.9 cents for sheep. 


RESULTS OF CASEMENT REVIEW 


Mr. Casement completed his assignment June 30, 1926, with a report of that 
date. He made two important recommendations for reductions in the fees 
proposed by the Forest Service: (1) ‘‘An arbitrary reduction from the appraisal 
fees for national forests in Oregon and California to bring them to the same 
general level as the average fees proposed for’ the northern Rocky Mountain, 
Rocky Mountain, and intermountain regions; and (2) a general reduction, after 
application of No. 1, ranging from 10 to 40 percent of the increases proposed by 
the appraisal and ‘‘averaging in the aggregate 25 percent’’ of such increases. 
Mr. Casement also recommended that the general reduction by applied ‘‘in the 
manner that will best meet any unwarranted differences and discrepancies. * * *’’ 
Another recommendation was that the fees be related to the prices of beef and 
lamb after 1930. 

In explaining his reeommendations Mr. Casement said that the ‘conspicuously 
high fees’’ proposed for Oregon and California could not be justified ‘‘except on 
purely commercial grounds. * * *”’ As to his recommendation for a general 
reduction he said: ‘‘My belief that social and economic principles have been 
and should continue to be applied in the administration of forest grazing leads 
me to recommend that precise recognition of these principles be given by a 
general reduction in.the proposed fees.”’ 


FINAL APPRAISAL FEES 


The Casement recommendations were applied. The results were discussed 
with representatives of the livestock industry in Salt Lake in January 1927, 
minor adjustments made and, on January 25, 1927, approved by the Secretary of 
Agriculture. 

The following tabulation shows the relationship of the final fees per head per 
month established in 1927 to the per head per month fees (a) in effect on the 
national forests in 1927, (b) on comparable privately owned lands in 1923, (c) 
recommended by the appraisal in 1923, and (d) recommended after a recheck in 
1926: 


Cattle | Sheep 


National forest fees, 1927 s 5 ; oe dteiiniiaiddenstiies 10. 4 
Privately owned land fees over 10-year period, 1923_ uate cd i 24.6 
Original appraisal fees, 1923... _- rin dba otielnt | 18,1 } 
Appraisal recheck fees, 1926...........- whic ‘ 16. 6 
Final adjusted fees, 1927. 4 14.5 


APPLICATION OF FINAL APPRAISAL FEES 


Increases called for by the final adjusted fees were applied in installments of 
25 percent each during the years of 1928, 1929, 1930, and 1931, the full increase 
being effective in 1931. Under this schedule the average fee per head per month 
for cattle was increased from 10.4 cents to approximately 14.5 cents; for sheep 
from 2.9 to about 4.5 cents. Fees by regions, forests, and grazing allotments of 
course varied considerably above or below the average. 
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MARKET PRICE FORMULA ADOPTED 


In 1933 the users of the national forests urged that the previously recommended 
plan for relating fees to market values be made effective at once. Such a pla; 
was approved by the Secretary on May 27, 1933, and provided: 

1. That the average national-forest grazing fees of 14.5 cents per head pe; 
month for cattle and 4.5 cents per head per month for sheep in effect during 193} 
be used as the basic fees, subject to adjustment each year in accord with fluctuatio; 
in livestock prices. 

2. That the adjusted fees each vear shall have the same ratio to the basic fees 
that the average price received by producers in the 11 Western States during th. 
immediately preceding year had to the corresponding average price during th. 
period 1921 to 1930 ($6.62 per hundredweight), inclusive, in the case of cattle, and 
during the period 1920 to 1932 ($9.15 per hundredweight), inclusive, in the case of 
sheep. Reducing this to an equation for cattle, we have: 


$6.62: 14.5 cents :: Preceding vear’s beef cattle price: X 


X\ equals current year’s average fee rate. (A specific example of how local fees 
are computed is presented in a following section.) 

3. That the cattle prices to be used in adjusting the fees shall be the prices 
received for beef cattle as compiled by the Bureau of Agricultural Economics, and 
the sheep prices shall be.the prices received for lambs as likewise compiled by th: 
Bureau of Agricultural Economics 

1. That in adjusting the grazing fees for 1933 in accordance with the provisions 
of the preceding paragraphs, 4.13 cents be considered the average price per pound 
for beef cattle for 1932, and 4.18 cents the corresponding price for lambs; that th: 
average fee for 1933 as thus determined will be 9.05 cents per head per month for 
cattle, or 38 percent less than the average cattle fee determined by appraisal 
For sheep the average fee in 1933 will be 2.05 cents per head per month, or 54 
percent less than the average sheep fee determined by appraisal. 

The approval of this plan marked an innovation in the past policy. While it 
maintained the basic schedule of fees adopted in January 1927, it recognized that 
prices received by the producer year by year are indices to the ability to pay for a 
given commodity. It was understood that this plan had to be applied broadly 
because fees could not be subject to adjustment to meet special conditions affecting 
individuals or localities only. 


DATA FROM BUREAU OF AGRICULTURAL ECONOMICS 


The annual average prices received by farmers for feeder, stocker, and slaughter 
lambs and beef (excluding calves) in the Western States are obtained by the Bureau 
of Agricultural Economics through a professional and clerical staff assigned to 
that work in the various States and in the Washington office. Reports are tabu- 
lated by counties within each of the price reporting districts in each State. Simple 
averages of reported prices are computed for each district, and district averages 
are weighted according to the relative importance of cattle or sheep in the various 
districts to obtain the State average. The price information for each State is then 
forwarded to Washington where the State prices are weighted by estimates of 
sales and local slaughter to obtain the Western States’ average. 

Final agricultural price data are ordinarily published by the Bureau of Agri- 
cultural Economics in April, and in order that current vear’s forest fees may be 
calculated prior to the beginning of the forest grazing seasons, the BAE furnishes 
the Forest Service with preliminary price data at the beginning of each year. 
These preliminary figures normally do not differ sufficiently from the final figures 
to make any difference in the charges. 

Data obtained by the above method for the year 1952 for the 11 Western 
States showed that the average price per 100 pounds received for beef cattle was 
$24.50; fer lambs, $24 


COMPUTATION OF CURRENT LOCAL FEES 


Use of 1952 price data in computing the 1953 fee for a given range is explained 
as follows: 

The 1952 average market price for beef cattle was $24.50; the base livestock 
price is $6.62 per hundredweight. 

Base fees fully applied in 1931 as a result of the appraisal study varied by 
individual forests and ranges. Assume a range with a 1931 base fee of 12 cents 
for cattle. 

Reducing these to an equation we have 
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$6.62:12 :: $24.50: X 


14.4 (or 44 cents when rounded off to the nearest cent, and becomes the 
eattle fee on the assumed range). 
ted another way, the 1952 market price of $24.50 per hundredweight for 
attle is 370 percent of the base market price for beef cattle. Therefore the 
fee to be charged on a range with a base fee of 12 cents is 370 percent of the 
) t base fee, o1 44 cents. 
Attached at the end of this summary is a tabulation showing grazing fees, 
receipts, and livestock prices, by vears 


NEED FOR A NEW APPRAISAL 


present fee structure is based on a study undertaken more thaa 30 years 
Some adjustments in base fees are needed in order to iron out certain 
sistencies which have developed over the years or which were inherent in 
vriginal appraisal. When or how this will be done has not been decided at 


ting 


Forest grazing jees, grazing receipls, and livestock pr 


Average, National 
Forest grazing fee Average price in dollars per hundred 
(cents per head weight, percent of base price 


per month 


Beef catth Lambs 
Sheep 


Amount | Percent Amount | Percent 


18 


Cattle $6.62, sheep $9.15. 


RANGE IMPROVEMENTS 


Mr. Wuirren. | believe you were directed a year or two ago to 
investigate the possibility of enabling these owners of cattle that 
generally use forest ranges to plant their own forage and make other 
improvements. It is hard to have a yardstick on any of this type of 
thing if the Federal Government pays all the costs of range improve- 
ments. And it is hard to get these costs reflected in higher grazing 
fees, which are based on market prices and not upon the value of the 
forage. I have felt for several vears, that if some means could be 
worked out where a cattle owner or livestock owner could know with 
some certainty he was going to have the use of these lands over a 
definite period of time, he could afford to invest some of his own time 
and money in making improvements. I understand you were to give 
us some report on that. 





Mr. McArp te. I will ask Mr. Cliff to comment on that. 

Mr. Cuiirr. In response to the committee’s expressed desire for the 
Forest Service to study this problem, we have done so during the past 
year. It has been the policy of the Forest Service to encourage 
contribution by permittees in making improvements on their national] 
forest range allotments where those improvements are sound and 
contribute positively to the management of the range. During the 
past 3 years the permittees have invested either in money or in 
services a total of $2,169,000 in range improvements on the national 
forests. 

Mr. Wuirrten. I notice you have that in table form. Could that 
be inserted in the record? 

Mr. ANDERSEN. We will insert the table at this point. 

(The table referred to follows:) 


Cooperation by stockmen on range improvements 


(2 (3) 


Deposited cooperation Tndeposited cooperation 
Region ! 


1951 1952 Total 1950 1951 1952 Total 


2,078 | 17,692 | 20,975 10,987 | 12,861 14,983 38, 831 
2,320 | 25,346 | 32,968 .524 | 44,315 | 46,995 | 132,834 
3.425 | 69,319 | 73,258 | 439,209 | 443,787 | 369,901 1, 252, 897 
38,366 | 44,353 2,425 56,444 35,693 | 134,562 

715 1, 143 9,934 82,596 81, 545 075 

18,996 | 38, 138 3,568 | 51,207 | 70,551 ' 326 


Total J 9, 2¢ 170, 434 | 210,835 | 647,647 | 691,210 619, 668 958, 525 
a (2) and (3 


Region ! Deposited cooperation—t 
cooperation 


1950 1951 


12, 192 14, 989 32, 675 59, BOK 
46, 826 46, 635 2, 341 165, 802 
439, 723 447, 212 39, 220 1, 326, 155 
45, 526 59, 330 , 059 178, 915 
70, 362 82, 596 2, 260 235, 218 
54, 129 59, 788 89, 547 203, 464 


Total 7 . 668, 758 710, 500 90, 102 2, 169, 36 


1 Region 1: Montana and north Idaho. Region 2: Colorado, eastern Wyoming, South Dakota, ar 
Nebraska. Region 3: Arizona and New Mexico. Region 4: Utah, southera Idaho, Nevada, wester 
Wyoming. Region 5: California. Region 6: Oregon and Washington. 


Mr. Currr. In 1952 the contribution was $790,102, which is almost 
equal to the amount the Federal Government invested in improve- 
ments and reseeding on national forest ranges. In order to try to 
give the permittees more assurance than they feel they have had and 
that they will benefit from the improvements they make on the 
ranges, we have sent to the field for discussion with livestock industry 
and with other groups a proposed policy which would clarify this 
whole matter. That proposed policy statement would give the per- 
mittees greater assurance that increased grazing capacity resulting 
from reseeding or other range improvements, installed at permittees’ 
expense, either under special use permit or cooperative agreement, 





would be available for the use of the permittee or permittees making 
the investment for a period of at least 10 years following the com- 
pletion of the work, provided that this action is beneficial to the range. 
That increased capacity would be used to either provide more forage 
presently permitted livestock where there is now need for pro- 
ction reductions, or if surplus feed is developed, give him the benefit 
of that forage for increasing permitted numbers. On community 
ranges we would encourage the permittees to do the work as a group. 
In brief, that is what we are proposing to do with this new policy in 
the nature of clarification. As to the stability of tenure, there has 
been a lot of misinformation on that subject. Actually, permittees 
have enjoyed good stability of tenure over a long period of years. 

Mr. Wurrren. Lots of people have lived in the same house month 
by month for 30 years, but the man they were renting from had the 
cancellation privilege at the end of 30 days. Looking back, they 
may have had stability. But they didn’t have it for longer than a 
30-day period for the future. What assurance do your contracts 
prov ide? 

Mr. Currr. We issue 10-year grazing permits. Most of the live- 
stock is permitted under 10-year permit. That principle is recog- 
nized in law. 

Mr. ANDERSEN. It would seem to me you could not give a much 
longer lease without making a deed to the property. 

Mr. Currr. That is correct. 

Mr. Wuirren. I will say that this information, and I am sure it 
is correct, runs counter to some of the information I have had from 
folks who have insisted that one of the problems was lack of security 
of tenure. 

Mr. Curr. The main questions that give rise to that charge is the 
fact that over the years we have attempted to adjust stocking to the 
grazing capacity of the range. Under the kind of permits we issue, 
the Department reserves the right to make adjustments in use to 
get stocking in balance with the grazing capacity of the range. 

Mr. Wuirren. You reserve the right to protect the range, and that 
is the primary purpose. 

Mr. Currr. That is correct. 

Mr. McArp ez. In the last 5 years in only 3 instances have existing 
livestock owners had their preference cut in order to take care of 
someone else, and those 3 cases amounted to only 28 head. 


SMOKE-JUMPER FACILITIES 


Mr. ANDERSEN. What report can you give the subcommittee on 
construction of the new smoke-jumper headquarters at Missoula, 
Mont.? 

Mr. Loveriper. It is under way, as authorized by this committee. 

Mr. ANDERSEN. When do you anticipate commencing construction? 

Mr. Loveriper. It is under way now. Some work was started 
last summer. We held back on calling for bids for the major contract 
until the middle of the winter, because the prospective bidders told us 
they could give us a better price if we did not ask for bids during the 
middle of the building season. 
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Mr. ANpersEN. When will it be ready for use? 
Mr. LovertpGe. Some use of it will be available this year. Tho 
full use will be available next vear. 


CONSOLIDATION OF NATIONAL FORESTS 


Mr. ANDERSEN. What thought have you given to possible consolida- 
tion of adjacent national forests, referring to the Boise and Pavette 
Forest in Idaho and the Black Hills and Harney Forests in South 
Dakota as examples? 

Mr. LovertpGe. Over the vears. Mr. Chairman, because we ar 
no longer traveling in buckboards, but are traveling in automobiles 
and airplanes, and have radio and other faster communications, \ 
have consolidated quite a large number of the national forests. 

Sixty-two national forests have been consolidated since 1909. 
is the rate of about 1% a year. The record is as follows: 

Forests conso dated 
1909-19 


1920-29 


1930-39 


| 1940-52 


9 
] 
l 


6 Total 

Mr. LovertpGr. We are now trying to consolidate 7 additional 
forests during the next 15 months or so, if it might be arranged 
without too many serious protests by the people. 


SALARIES AND ExpENsrs 


Mr. ANDERSEN. We will now go to salaries and expenses of the 
Forest Service. We will insert pages 360 through 363 and 375 through 
103 of the justification at this point. 


Sala ues and €L Penses 


National 
fore 
rest Fighting Forest 


T ot tT 
Protection forest fires research 


and manage- 
ment 


$20, 550, 000 $6, 000, 000 $5, 400, 000 $40, 950, 00 
3, 205 3, 20 


estimates 


Admin 
ch Adminis- 
Agricultural 


‘Flood prevention, agriculture for measures 
contributing tc od prevention” +372, 566 +372, 560 


© for 1954 20 919, 361 6, 000, 000 5. - 41,321, 66 
ivet estimate, 195 24, 820, 700 6, 000, 000 5, 429, 41, 250, 000 


98, 661 1.97 ~—71. 661 
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Summary of increases or decreases, 1954 


National Forest protection and management: 

To administer an increased volume of timber and timber products 

sales business involving a total cut of 5.23 billion board feet + $355, OOO 
To remedy unsatisfactory sanitary conditions on public camp- 

grounds in national forests + 200, 000 
Decrease in forest-fire protection resulting from operating ad- 

justments 29, 500 
Decrease in construction of improvements 8, 000 
Decrease resulting from a reduction of National Forest personne] 

and related expenditures by consolidations of field head- 

quarters offices 500 
Decrease in the reforestation of denuded areas ‘ 249, 500 
Decrease in revegetation of depleted range lands 35, OOO 
Decrease in additional land treatment and forest practice meas- 

ures in selected watershed areas to accelerate flood prevention , 161 


Subtotal 98, 661 


Forest research: 
To strengthen research in forest, range, and watershed manage- 
ment in problem areas where need is urgent an increase of 
$50,000 which is offset by a decrease of $15,000 resulting from 
a reduction of supervisory personnel and related expenditures 
by consolidations of field work ‘ O0U 
Decrease in forest economic investigations , OVO 


Subtotal 27, 000 


Project statement 


1953 (esti- Increase or 1954 revised 


, 
Project mated decrease (estimated 


National forest protection and management 
(a) Resouree protection and use $27, 008, 727 $27, 686, 795 1)+$370, 000 $28, 056, 705 
(1) Timber-resource manage 
ment 5, 137, 333 (6, 080, 000 +340, 000 6, 420, 000 
Range-resource manage 
ment 970, 305 (1, 020, 000 7, 500 1, 012, 500 
W ildlife-resource manage- 
ment e (160, 000 (160, 000 
Water-resource manage 
ment (80, 000) (80, 000 
Sanitation and care of pub- 
lic campgrounds ) (690, 000 (+ ’ (890, 000 
Management of other land 
uses 2, 63 710, 000 7 (702, 500 
Maintenance of improve- 
ments . od, ) 2, 700, 000) 2, 700, 000 
Forest-fire protection ) (8, 276, 795 . 8, 247, 205 
(9) Construction of improve 
ments 313, (280, 000 ( (272, 000) 
(10) Forest-rangers forest super- 
visors, and other employ- | 
ees engaged in overall op- 
eration and protection. . ( 397) (7, 690, 000) , 500) 
(6) Resource development 092 1, 860, 000 (2) - 500 
(1) Reforestation 042 (1, 110, 000) 500 860, 500) 
(2) Range, revegetation 050 (750, 000 000 (615, 000 
(c) Additional measures to accelerate 
flood prevention 101, 342 372. 566 , 161 288, 405 


> 


Subtotal ___. . 161 29, 919, 361 98, f 29, 820, 700 


2. Fighting forest fires... Sei set net 015 6, 000, 000 6, 000, 000 
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Project statement—Continued 


j ; | 
1953 (esti- Increase or | 1954 revised 


mated) decrease | (estimated 


Project 


3. Forest research | 
(a) Forest and range management in- | 
vestigations _| $3,239,380 | $3, 255,134 | (4)+$35, 000 $3, 290, 134 
(1) Experimental forests and | 
ranges. - 2 (3, 105, 517) (3, 122, 030) | (+35,000)} (3, 157, 030 
(2) Fire control investigations. . | (133, 863) | CR ND nn 6th wpidinbinien tel (133, 104) 
(b) Forest products investigations atee 1, 238, 460 1, 231, 318 | ieee 1, 231, 318 
(1) Forest products laboratory...| (1, 058, 698) (1, 065, 143)}.............-| (1,055, 14 
Conditioning and protec- | 
tion of wood products [280, 969] | SN ocd iereainniess [280, 
Properties investigations 
and wood products 
development [374, 014] 372, 755] | - ée wel 372, 755 
Pulp a paper at [163, 425) 162, 162, 
Chemically converted 
and derived products | 
investigation : [240, 290] 239, conendbees [239 
(2) Forest utilization service (179, 762) 2 a (176, 
(c) Forest resources investigations 920, 929 —8, 000(5) 907, 
1) Forest survey (820, 591) | (815, 
(2) Economic investigations (100, 338) 9, 875 (—8, 000) (91, 


Forest research subtotal 5, 398, 769 +-27, 000 5, 429, 3 


Subtotal 2, 873, 945 —71,661 | 41, 250, 
Unobligated balance 369, 196 


Total available or estimate 43, 243, 141 —71, 661 41, 250, 


l'ransferred from ‘‘Control of forest pests, Agri- 
culture”’ — 50, 000 
Available in prior year +591, 429 
Transfer in 1954 estimates from 
“Salaries and expenses, Office of Adminis- 
trator, Agricultural Research Adminis- 
tration” —2, 600 —2, 3 
“Flood prevention, Agriculture” —301, 342 — 372, 566 
Reduction pursuant to section 411 +3, % 


Total appropriation or estimate 43, 480, 628 40, 950, 


STatus oF PROGRAM 


Current activities: The purpose of the national forest protection and manage- 
ment program is to manage, protect, and develop the national forests and insure 
that timber, water, range, recreation, wildlife, and other resources are utilized in 
a Manner so as to best serve the Nation. 

National forests are managed under the multiple-use principle with practically 
all areas used for, or serving, more than one purpose or objective. For example, 
50 percent of the area within the national forests of the continental United States 
serves five different purposes: (1) timber production, (2) watershed protection, 
(3) forage production, (4) wildlife production, and (5) recreation. An additional 
28 percent serves four purposes in varying combinations. Of the remainder, 21 
percent of the total serves three purposes with only 1 percent of the total reserved 
for 1 purpose exclusively, mainly campgrounds and special use areas such as 
summer home sites, pastures, corrals, etc. 

The varied interests which inevitably conflict and which must be reconciled, 
the vast areas covered, and the unusual complexities, clearly demonstrate the 
necessity of careful planning for, and skillful management of, the national forest 
properties. 

The protection of national forests from fire and trespass is made difficult by 
the large area to be protected, the general inaccessibility of the national forests, 
the many thousands of miles of exterior boundary, and the impossibility of taking 
preventive action when dealing with such a problem as lightning-caused fires 
(nearly 5,000 in the calendar year 1952). 

National forest boundaries encompass an aggregate area of 228 million acres 
reaching geographically into 40 States, Alaska, and Puerto Rico, of which 
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275,529 acres are under Forest Service administration. Many tracts of 
ri Noni owned lands are interspersed within the Federal holdings. 

"The economic importance of the national forests will be realized when it is 
considered that— 

a) The national forests produced a cash income in the fiscal year 1952 in 
excess Of $71 million. Spree 65 percent of this amount is credited to 
the general fund in the Federal Treasury (miscellaneous receipts). The remainder 
is distributed in accordance with special acts of Congress. In addition to cash 
receipts, a recent study of nonmonetary values indicated that water, recreation, 
and wildlife values of the national forests exceeded $300 million annually. Water 
values accounted for the major portion of this amount, based upon a conservative 
valuation per acre-foot of water which flowed from the national forests that was 
ised for irrigation, — er, municipal water supplies, and industrial use. 

b) The area within the national-forest boundaries is equivalent to some 10 
percent of the area of the continental United States. 

c) In addition to providing a source of forest products as an integral part of the 
Nation’s economy, the national forests provide assurance of a source of timber 
supplies in emergencies and for the future. The rapid depletion of timber on 
private lands causes the national forests to assume increased importance as a 
source of timber. The annual allowable cut from the national forests is 6% billion 
board feet. At present approximately three-quarters of the allowable cut is being 
harvested. The primary reason for the difference is the lack of roads to parts of 
the national forests. Present harvest is approximately 11 percent of the annual 
lumber production in the United States. 

d) They provide range for some 8 million head of domestic livestock. 

e) The national forests provide protection to municipal water supplies for 
nearly all western cities and towns and many in the East, and to irrigation water 
ised On some 20 million acres of western lands, as well as to many streams with 
waterpower developments. They provide flood protection to thousands of acres 
of rich valley lands and help to prevent more rapid siltation of reservoirs and 
stream channels. 

(f) They provide a habitat for a large part of the big-game animals, for birds, 
and for millions of small-game animals and furbearers. 

(g) They provide opportunities for healthful outdoor recreation, with a min- 
imum of restrictions, for the millions of people who yearly visit the national forests. 

(h) Nearly 4 million people who live in and near the national forests are sup- 
ported in whole or in part through the management and utilization of the forests 
and their resources. 


SELECTED EXAMPLES OF RECENT PROGRESS 


1. Resource protection and use . 

Receipts deposited to the ‘‘Forest reserve fund”’ in the fiscal year 1952 increased 
more than $13 million over the fiscal year 1951. The following table summarizes 
the receipts data for the fiscal years 1951 and 1952: 


| Fiscal year 


1952 Increase 


Forest reserve fund: } | | 
Timber Sean occa seemed . ..| $51, 098, 565 $63, 722, 985 $12, 624, 420 
Grazing lesuamben onttiee 4, 165, 573 | 5, 022, 654 | 857, 081 
Land use, power, ete. ae eed BOY 883, 204 974, 559 91, 355 


Subtotal a iiiiebantinaie 4 56, 147, 342 69, 720, 198 13, 673, RE 56 
Suspense account, Alaska ! b : : . 146, 049 | 233, 338 | 7, 289 
Special account, O. and C. lands ?___.__..-- : 1, 266, 898 | 1, 448, 975 | 182 077 


Total receipts #_ .........- | 7, 560, 289 | 71, 402, 511 a ” 33, 842, 222 


! Suspense aceount established pending settlement of Indian rights on Tongass Forest, Alaska. 

? Special account established pending determination of the custody of certain lands in Oregon. 

® Receipts for the 1st quarter, fiscal year 1953, were $25,143, 210, an increase of $2,304,894 over the same period 
of fiscal year 1952. 
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Net area of lands under Forest Service administration remained substantial|, 
constant; 181,255,449 acres as of June 30, 1951, and 181,275,529 acres on Jun 
30, 1952 

Timber sales—The average price for timber cut from the national forests 
increased from $10.20 per thousand board feet in fiscal year 1951 to $13.25 
fiscal year 1952, an increase of $3.05. 

The national forest timber cut in the fiscal year 1952 totaled 4,418,517,000 
board feet, with receipts deposited to the forest reserve fund of $63,722,985. Thy 
cut would have been much larger and it not been for the severe winter and lat, 
spring, which reduced the timber harvest in the three Pacific Coast States in th. 
third and fourth quarters of the fiscal year. Strikes in the spring also adverse], 
affected timber operations in Oregon and Washington. 

In July 1951, final award was made to the Ketchikan Pulp Co. on its bid to 
purchase 1% billion cubie feet of timber in the Ketchikan pulp timber unit of t 
Tongass National Forest in Alaska. The bulk of the timber purchased is on thy 
northerly portion of Prince of Wales Island. It consists of about 75 percent 
hemlock, with the remainder principally Sitka spruce and a small amount of 
Alaska and western cedar. This timber is well suited to the production of pul; 
It will be handled on a sustained-yield cutting plan. 

The pulp mill in connection with this sale will be constructed at Ward Coy 
near Ketchikan. It is estimated that this plant will employ about 800 perso: 
when installations are completed. This is the first mill to be established in Alaska 
The timber purchaser awarded a contract for the construction of the plant in May 
1952. The plant is scheduled to go into production in July 1954. The pulp an: 
paper industry appears to be the best prospect for year-round industrial activit, 
in Alaska. 

A major feature in the timber sale contract concerns provisions for safeguarding 
salmon spawning streams, prevention of pollution, and preservation of scenic and 
other recreational values. 

Timber management.—Management of timber for continuous production of 
usable crops is closely related to availability of market outlets. The better the 
markets, the more intensive management may be. Today’s management of 
national forest timber resources includes practices now considered routine that 
were mere silvicultural theories a few years ago. Silvicultural paracices, a: 
therefore timber utilization, are being intensified in many national forests. 

An example of progress is a sale of an estimated 135,000 cords of aspen and pape! 
birch seattered over the Huron and Mio working circles, Lower Michigan National 
Forest. This 15-year sale represents some 60 percent of the allowable annual cut 
of aspen-paper birch pulpwood on the 2 adjacent working circles. Until recently 
only a limited market existed for this class of material. A new inventory based 
on interpretation of aerial photographs developed enough information on which t 
base this sale offering Nearby pulp mills have increased their use of aspen as 
supplies of coniferous pulpwood have decreased. By making this sale a deterio 
rating product will be put to a useful purpose and the national forest lands cut 
over will be put in shape for greater growth of more valuable timber species. 

In 1941, Lake States pulp mills used 281,000 cords of aspen and paper birch 
from all sources; in 1950, 935,000 cords. The allowable annual cut of aspen in the 
national forests of the Lake States is 431,000 cords, but the current cut is only 
about 150,000 cords. This comes from some 15,000 to 20,000 acres, much of 
which contains established coniferous reproduction which is released by the cutting 
of aspen to grow into more valuable future crops. 

The present cut should be nearly tripled to carry out the management plan and 
to put the national forests in good growing condition. This job is being tackled 
on each working circle. Local requirements are analyzed. Sufficient small sales 
are offered each year to satisfy the needs of small timber operators. Then, when 
the market is favorable, larger sales are offered, such as the one described above 
Aspen pulpwood sales are relatively inexpensive. All of the merchantable timber 
is designated for cutting. If there is a coniferous or valuable hardwood under- 
story, the cutting of the aspen benefits these young trees. On permanent aspen 
sites natural reproduction of aspen follows clear cutting. On poor sites wher: 
natural reproduction is lacking, conifers are planted to insure better future crops 
Forest fire protection.—Protection of (1) over 600 billion board feet of saw timber 
the water storage capacity of numerous reservoirs costing billions of dollars 
(3) recreational values for approximately 30,000,000 forest visitors, and (4) grazing 
for 8,000,000 head of stock and several hundred thousand head of big game animals, 
from the devastating effects of fire is the job of the fire protection organization. 
Its suecess is dependent largely on the adequacy of initial action, prevention, 
detection, and suppression forces. Strength of the fire organization, measured in 


i 


(23 
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is of men employed to protect the national forests, was 37 percent less in 1951 
in 1944 and 57 percent less than in 1934. This reduction in the proteétive 
ree coupled with serious fire weather conditions caused the summer and fall 
eason in 1951 to be among the most disastrous fire seasons of record measured in 
erms of high quality timber killed by fire, area of young growth destroyed, water- 
is damaged, forage for livestock and big game animals consumed by fires, and 
creation values impaired. Total fire damage to national forest resources ap- 
ximated $20,000,000. 
rhe total impact of the destructive fires of 1951 will not be felt for many years, 
silt from burned-over areas will continue to be deposited in important downstream 
eservoirs until the vegetation is restored. Water storage capacity of numerous 
eservoirs, costing billions of dollars in. Federal funds, will continue downward as 
t and debris resulting from fires flows into them. Irrigation for farming, produc- 
in of hydroelectric power, and the domestic water supply basic to the health of 
e Nation’s citizens, all of whom are dependent on water resources, are impaired 
forest fires. 
Destruction or severe deterioration of valuable resources such as soil, water- 
eds, merchantable timber, and young growth are not the total damages caused 
fires. Vast numbers of woods workers and others are necessary to assist in 
e control of many fires. It is estimated that in excess of 5,000,000 man-hours 
yas spent in suppression of fires in 1951—a real loss in production. 
In 1952, up to October, fire weather conditions generally were much more favor- 
e than in 1951 and losses were much lighter. However, in 1952 the normal 
sing date of October 1 for the fire season in the 11 Western States did not 
aterialize. Montana, Idaho, Colorado, and other western areas reported the 
riest October since 1870. Although no serious fires had developed by the end 
f October in the Western States as a result of the extended fire season, conditions 
ere so serious that the fire organization had to be kept on duty long past the 
ormal closing date. Drought conditions in the southeastern, New England and 
Lake States were also very serious. During the week of October 27 serious fires 
leveloped on national forest lands in Virginia, Tennessee, North Carolina, and 
West Virginia. Losses to resources were heavy. Various State forest protection 
igencies fought numerous serious fires throughout this vast area. Damages to 
State and private lands were likewise very heavy. 


Statistical data on the 1952 fire season to October 31, 1952, compared with the 
period in 1951 follow: 


ber of lightning fires 
mber of man-caused fires 


rotal number 
Number of fires exceeding 10 acres in size 
Area of lands burned over inside the exterior boundaries of the national 
forests acres 


It is estimated that 3,500 forest fires requiring dispatching of suppression forces 
will occur during the period January 1, through June 30, 1953, principally in the 
Southeastern States, Arizona, New Mexico, and southern California. It is im- 
possible to predict how difficult it will be to control these fires. If fire weather 
conditions are favorable it may be possible to hold fire losses to a minimum. 
However, if the spring and early summer fire weather conditions prove to be as 
serious as they were in calendar year 1951, the currently financed fire-control 
organization will be unable to cope with the situation and further large resource 
losses will occur. 

Range use.—Grazing fees for the calendar year 1952 were 64 cents per animal 
month for cattle, and 15% cents per animal month for sheep. This compares with 
51 cents and 12% cents, respectively, in 1951. Total grazing receipts for fiscal 
vear 1952 were $5,022,654. 

There was a slight overall increase in permitted grazing use on the national 
forests from 7,620,800 animal-unit months in 1950 to 7,683,000 in 1951. 

On those ranges where reductions are needed in grazing use, the Service has been 
urging interested stockmen to ride the range with forest officers in order that 
conditions may be examined cooperatively on the ground. If this cooperative 
inspection does not result in agreement on the correct action to be taken, the 
permittee has the privilege of appeal through regular channels— from supervisor 
to regional forester to Chief of Forest Service to Secretary of Agriculture. During 
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1952 a relatively small number of appeals from Forest Service action in gra; 
cases were carried as far as the Secretary’s office. 

In order that there may be better distribution of livestock and a greater degree 
of range protection, work on a cooperative basis is continuing with permitte: 

a scale greater than in former years. This type of cooperation not only includes 
improvements such as fences, water developments, trails, etc., but studies relat 
to safe grazing capacities on revegetated and natural range areas 

A new method of obtaining factual information on range conditions and trends 
including range forage production and soil stability on lands grazed by domest 
livestock, was perfected during the 3-year period preceding 1951. In August 
1951 the method was demonstrated to approximately 40 national-forest rang 
administration and range research personnel during a 5-day conference at Manitou 
Colo. During 1952 demonstrations and actual application of the system too} 
place throughout the western regions. While some very worthwhile mechanical] 
means of application were suggested and adopted, the basic system remains 
the same. 

A new regulation known as regulation G-10 has been issued by the Secretar 
of Agriculture covering application of section 18 of the Granger-Thye Act (Publi: 
Law 478). This section of the act authorized establishment of grazing advisory 
boards for the purpose of providing national-forest grazing permittees opportunity 
for expression of their views concerning management and administration of 
national-forest grazing lands. Essentially the same procedure has been followed 
by the Forest Service for many years under Secretary’s regulation. 

In the development of the new regulation, grazing permittees, livestock organi- 
zations, and field officers of the Forest Service were given full opportunity to 
review the proposals, and their suggestions were fully considered in preparatio 
of the final draft. The Forest Service is continuing to work closely with th 
more than 800 local forest and State associations and advisory boards of rang: 
users which were in existence when the Granger-Thye Act was enacted. 

Maintenance of improvements.—lIt is estimated that the annual cost of adequat: 
maintenance of $111 million cost value in existing improvements on the national 
forests (exclusive of roads and trails) is about $5 million as evidenced by th 
table which follows. Funds obligated for maintenance in 1952 ineluding co- 
operative funds were approximately 57 percent of this amount. Thus, th: 
maintenance program was necessarily based on a relative priority selection of 
the most urgent projects such as key telephone lines, lookout towers, fences, « 
Even on these improvements, full maintenance was not given in order to spread 
the available funds over as many projects as possible. The inevitable deterioratio: 
of improvements because of inadequate maintenance is minimized to some extent 
by this procedure. Rising costs also have contributed materially to the backlo 
of maintenance work. 

A tabulation of improvements is given below: 


Total annua 
Unit mainte- cost of 
nance costs adequate 

maintenance 


Number of 
Improvement units (miles 
or number 


Telephone lines : 3 $18. 32 $924, | 
Firebreaks 5, 109 92. 7 473, 64 ‘ 
Airplane landing fields 25, 7 
Lookout houses, towers, and observatories 2, ¢ 3.8: 219. 
Pump sets 15 
Dwellings 
5 rooms or more 92 258. 7! 238, 5 
2 to 4 rooms 2, 06 6, 72 343 
l-room cabins , 366 51. 7é 70, 
Utility buildings 
Over 1,000 square feet , 65E 9.! 248, 
Under 1,000 square feet Ji f { 371, 617 
Offices ) 115, 
Camp and picnic areas i 5 655, 
Winter-sports areas : é 35 | 68, 055 
Recreational lakes and swimming pools 216 558. 120 
Damas, all types ; 25, 
Administrative water and sanitary systems 2, OYE ig 144, 55 
Fences ; 7 796, 2 
Gas and oil storage 
Light, power, and central heating plants 
Stock driveways, range (includes bridges 
Special use facility areas 
Range-water developments 
Docks and miscellaneous 


Total 
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Construction of improvements.—Funds obligated for construction in the fiscal 
ear 1952 were used to take care of the most critical requirements for replacement 
f existing plant and for urgent additions to plant—primarily for housing. 
Priority generally has been given to housing for the lower-salaried forest officers 
eadquartered in small communities and isolated locations where rental housing 
vas not available. 

Wildlife use.—Public use of national forests for hunting and fishing continued 
to increase. Last year an estimated 6% million sportsmen visited the national 
forests. Big-game hunters were successful in harvesting 416,000 head of big game. 
Small game hunters and fishermen used the huge public hunting and fishing area 
which comprises the national forests. This area of 180 million acres contains an 
estimated 81,000 miles of fishing streams and over 1% million acres of natural lakes, 

In spite of this heavy public use the wildlife potential on national forests is 
still relatively undeveloped. Under more intensive management a larger number 
of sportsmen could be offered better quality recreational hunting and fishing 
Each year an increasingly larger area of private lands is closed to public use. 

Progress was made in cooperative wildlife programs with the States during 
the past year. In Texas a cooperative agreement established a new wildlife 
management unit. A new overall agreement was consummated in Oklahoma 
and the general agreement with Michigan was suppleinented to cover manage- 
ment of specific areas. Broud cooperative management programs in other States 
are operating more effectively. Servicewide intensive cooperative management 
applies to only a small percentage of national forest areas. 

Many deer and elk overpopulation problems still exist and new ones are develop- 
ing, yet the overall picture indicates a slow but favorable trend toward better 
management of big-game herds. State legislation providing for more liberal 
harvesting of big game plus successful educational programs designed to inform 
the public of the need for better management have contributed much toward 
this favorable trend. 

The integration of wildlife needs with other land-management activities con- 
tinued to be the major Forest Service contribution toward better wildlife manage- 
ment. This was especiaily true in range and timber management. In these 
fields new techniques being studied in connection with silvicultural practice and 
revegetation methods give promise of new and better means of improving and 
maintaining wildlife habitat. Habitat management through this coordination 
of uses is proving to be both economical and practicable over extensive areas. 

Project work in which direct expenditures are made for wildlife habitat im- 
provement work has practically ceased. This is unfortunate as direct methods 
are frequently the only means by which habitat can be made sufficiently produc- 
tive to meet the needs of hunters and fishermen near large population centers 
Moreover intensive project habitat management on small areas may increase the 
productivity of large adjacent areas. 

Sanitation and care of public campgrounds.—During the calendar year 1951, 
public use of the national forests, exclusive of highway travel, amounted to 30 
million visits totaling 44 million man-days’ use. This is an increase of 9 percent 
over the 27 million visits reported for 1950 

Visits to camp and picnic grounds, winter sports areas, and organization 
camps accounted for more than 15 million visits. 

Use of other national-forest areas, such as resorts, summer homes, and wilder- 
ness areas, as well as the use made of the national forests for hunting and fishing, 
generally showed substantial increases over 1950. 

Overcrowding at many large public-use areas and the fact that practically 
no new areas have been developed since World War II, plus the deteriorated 
condition of many areas, are making the care, policing, and maintenance of the 

existing facilities more difficult and costly. Sanitation is a serious problem 
throughout the national forests and is aggravated by overcrowding. Inspections 
made by the United States Public Health Service and State sanitary inspectors 
show that many national-forest public-use areas, especially the larger areas, are 
not satisfactory and should have better toilets, water systems, and garbage 
disposal. 

Continuing efforts are being made to obtain greater participation by local 
communities in the management of local public-use areas, and in increasing the 
number of concessioner-operated installations, in order to reduce the burden of 
maintenance on the Federal Government. Although these efforts continue, 
progress is limited in relation to the total job involved. It appears quite certain 
that this approach will not answer the real problem of urgently needed improved 
sanitation and care of public campgrounds. 
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Miscellaneous lands activities——Special-use permits covering the use 


and 
occupancy of fational-forest lands for private, public, and semipublic purposes 


were held by 50,833 permittees as of June 30, 1952, an increase of 1,027 during the 
year. Some 29,000 charge pe rmits produced a revenue of $666,197 in fiscal year 
1952. Between 6,000 and 7,000 permits are issued each year, as compared to 


4,000 or 5,000 expirations or revocations. ‘The demand for summer home residence 


permits, especially in California where there are several thousand unfilled applica- 
tions, has exceeded the ability of the Forest Service to plan, locate, and survey 
such lots. There are 16,360 charge residence permits in force and new permits 
are being issued constantly. 

Fees for special use permits are being adjusted as permits are transferred or as 
provided for in the permit conditions. The average rate per summer-home lot 
was around $15 per year 10 years ago; now the average is close to $25 per lot and 
choice locations rent for $40 or more. 

Mineral permits and leases.—Mineral permits and leases on acquired lands 
are now issued by the Bureau of Land Management, but no leases may be issued 
without consent of the agency having jurisdiction over the lands. The Forest 
Service must examine title and status records in each case, a particularly time- 
consuming job, and, in some cases, make an on-the-ground inspection before 
consent to lease may be granted. Under the law the Service determines whether 
and under what conditions mineral utilization may take place without undue 
interference with national forest and other land-management resource functions. 
During last year the Forest Service made initial reports on 235 cases. Some 
administrative and supervisory action was required on many additional cases 
Receipts deposited to the forest reserve fund in fiscal year 1952 amounted to 
238,233. Some 285 leases and permits covering 160,000 acres were issued during 
fiscal year 1952. It is estimated there are now some 800 or 900 such permits and 
leases in effect, covering about three-fourths million acres. 

In addition, the Forest Service reports on applications to lease minerals covered 
by the Mineral Leasing Act of February 25, 1920, on national-forest lands reserved 
from the public domain. It is estimated that there are some 4,000 such leases in 
effect covering 3% to 4 million acres in the western national forests, the Lake 
States, Arkansas, and Mississippi. In addition, the Forest Service has reported 
on some 1,500 to 2,000 new applications during the past 2 vears. There has been 
a heavy increase in this activity in the last several years. Revenues from ‘“‘public 
domain”’ national-forest leases are not credited as national-forest receipts, but are 
collected by the Bureau of Land Management. Estimated annual receipts from 
mineral leases on ‘‘publie domain’ national-forest lands are $2 million or more. 
Since lessees acquire certain occupancy and development rights under their 
leases, the management of the national forests becomes more difficult as other 
uses must be coordinated with the rights granted lessees. Particular problems 
exist on lands set aside or used for special publie purposes. Examples of recent 
problems are applications to lease lands in the Superior roadless areas, the Ship 
stead-Mewton-Nolan area, and the Quetico-Superior area in the border lakes 
country in northern Minnesota. Spec ial consideration was given to all the values 
involved in arriving at a compromise solution which would permit exploration in 
certain parts of the areas to determire whether strategic mineral values were 
presert in commercial quantity and quality. 

Mining claims.—Over 2 million acres of national-forest land are covered by 
mining claims. Many of these are interfering with the administration of the 
national forests and are impeding resource management. The Forest Service 
examines all applications for patent of mining claims on national-forest land to 
determine whether the law has been complied with. The Forest Service also 
examines claims which are believed to be invalid. Manv of these cases involve 
mineral examinations and hearings or court action. The volume of this work 
has risen greatly in the last few vears and now requires many man-years of work 
by mineral examiners, rangers, supervisors, and regional office personnel. Activi- 
ties resulting from mining claims for low-value minerals such as pumice, sand, 
gravel, cinders, and stone are causing great damage to national-forest lar ds and 
resources. 

Land exchange.—Congress has passed 90 laws authorizing the exchange of 
national-forest land and timber for private lands intermingled with or adjacent 
to national forests. During the fiseal vear 1952, 175 exchanges were approved in 
which the United States will receive 85,970 acres valued at $1,531,265 and will 


grant in exchange 23,238 acres of national-forest land valued at $540,091 and 
stumpage valued at $818,831. 
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\lapping.— Reliable maps of some 567,200 square miles of national-forest areas 
necessary to the efficient management and protection and the optimum 


are 


itilization of the national forests. As of June 30, 1952, adequate maps were 
ivailable for some 114,100 square miles or only about 20 percent of the required 


verage. 

During the fiscal year 1952 major accomplishments were as follows: 

Plotting of roads, trails, and drainage features was completed on planimetric 

arts for standard maps covering 8,700 square miles of national-forest areas in 

California, Colorado, New Mexico, and Pennsylvania. 

Manuscripts were completed for standard topographic maps covering 1,540 

are miles of national forest areas in Arizona, California, Idaho, and Kentucky 

d sent to the United States Geological Survey for drafting and reproduction. 

As a continuation of technical studies begun in 1951, methods were devised 

{ put into use for establishing land lines from aerial photographs to identify 
operty lines in Mississippi and make public land subdivision lines in Wisconsin. 
lechnical studies on the location of forest development roads by photogram- 
etric means, which started in 1951, have led to the development of methods 

‘+h are being successfully used on road location jobs in Arizona, California, 
uid Washington. 

Contracts for aerial photography for mapping and forest resource management 

rposes were awarded for coverage of 28,869 square miles of national-forest 

eas in New Mexico, Arkansas, Kentucky, Oklahoma, and Idaho. 

Watershed management.— During daily progress in field work primary con- 

leration is being given toward correlation of watershed management require- 

nts with other management and use requirements on the forests in order to 

e the problems of soil erosion, accelerated runoff, sedimentation, and pollu- 

Special emphasis is placed upon: 

Classification of forest and range lands for most productive use. This may 
lude delineating areas more valuable for water yield to be managed accordingly. 
2. Rehabilitation of old burrs and other depleted areas by properly coordinating 
sures for revegetation with complementary physical structures. 

3. Loeation, design, drainage, and stabilization of logging roads and trails. 

The Tropic subwatershed rehabilitation project on the Dixie National Forest 
example of coordination wherein a plan was developed for watershed restora- 
involving cooperation and financial participation by water users and stock- 
for installing a combination of earth and rock structures to control soil and 

uinel erosion and check reservoir sedimentation. At the same time other 

Federal resource activities were harmonized with these structures including modi- 

ed timber harvest, proper road maintenance, and a stepped-up reseeding pro- 
ram. The net result is a coordinated conservation program for an individual 
subwatershed. 

Similarly, on the Manti National Forest, a coordinated plan was prepared for 
and restoration measures which are under way on the Mount Pleasant watershed. 
Here an area of some 12,000 acres has produced a dozen damaging floods since 
i885. The latest one in 1946 caused damages of more than $100,000 to the 

tizens of Mount Pleasant. 


Resource development 
Reforestation.— During the fiscal year 1952, 19,702 acres were planted and seeded 
yn national forests with funds available under this appropriation. In addition, 
egeneration was obtained on 25,453 acres by using measures such as searifying, 
‘controlled burning, and rodent control to bring about seedbed conditions favorable 
to germination of seed which falls naturally. When conditions are favorable for 
such measures, regeneration can often be obtained at much less cost than by 
planting or seeding. Stand improvement work accomplished during the year 
‘consisted of 20,096 acres of plantation release, 20,094 acres of natural stand release 
y weeding and thinning, 272 acres of pruning planted trees, 102,401 acres of 
animal control which consisted largely of construction and reconstruction of 
nees to exclude hogs from plantations, 16,652 acres of rodent control consisting 
argely of porcupine control in plantations, and 58,302 acres of disease control, 
‘onfined almost wholly to brownspot control in longleaf pine plantations. 
Planting and seeding were almost equally divided between the Eastern and 
Western States continuing a trend to increased planting and seeding in the West. 
Stand improvement measures were concentrated largely in the East, where large 
reas of planted and natural young growth are being carried through to 
merchantable size. 
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Little headway is being made in overcoming the backlog of some 4 million acre: 
of national forest land requiring planting. High labor and. material costs conti), 
to have an adverse effect upon nursery stock and planting “uteee 
To counteract this situation and keep the cost of planting stock at an economi 
level, nursery production has been consolidated at strategically located nurseric 
where labor, transportation, and climatic conditions are such that lowest operating 
costs can be obtained. Production from two Lake States’ nurseries were combine 
for this purpose during the past year. Opportunities for additional economica 
consolidation are being sought. However, the basic nursery system is alread 
thinly spread and transportation difficulties hinder further economies of this typ 

Control of rodents, primarily the porcupine, is a growing problem in connectio; 
with planted, thinned, and pruned areas. Damage is greatest in the West whe: 
control measures are being required more frequently to protect the planting a: 
stand improvement investment. Control measures are handled in cooperatio: 
with the Fish and Wildlife Service. 

Additional regeneration and stand improvement work on newly cutover areas 
was carried on under the provisions of the Knutson-Vandenberg Act as heretofor 
This cooperatively financed work is a necessary complement to the heavy timber 
cutting program. 

Revegetation.—The objectives of land improvement and development fo: 
increased production of farm crops apply equally to revegetation of Federal lands 
The objectives are soil stabilization, forage cover of the most desirable and adap 
table species, increased grazing capacity and more pounds of meat per acre, a 
on a sustained yield basis. Undeveloped, depleted, and wornout lands, whether 
they be wild or agricultural, produce no wealth. Many acres of national fores: 
rangeland are far below their productive potential. With an expanding a: 
growing country, demands and production quotas are increasing which results 
in an objective of full produc tion and greater returns. 

During the fiscal year 1952, 56,000 additional acres of national-forest rang 
have been reseeded. This brings the cumulative total to upward of 450,000 
acres as of the end of fiscal year 1952. It is estimated that this will result in a 
increased grazing capacity of some 280,000 animal-unit months, or an equivalent 
of 70,000 head for 4 months. In addition to land preparation and artificia 
reseeding, this activity includes the removal of sagebrush and other competing 
vegetation from areas where natural reseeding will take place when such low-valu 
vegetation is removed. 

Greater production and increased returns can be achieved as illustrated by th: 
following examples of the results from reseeding on national forest lands: 

On the Shasta National Forest 85 acres were producing 173 pounds of usabl 
forage per acre. Unpalatable weeds, grass, and shrubs were removed and tli 
area reseeded to better grass species. After 2 years, the measured productio: 
was 1,275 pounds per acre and the potential during favorable years is 2,000 pounds 
peracre. Grazing cApacity has increased from about 50 acres to three-fourths acr 
per cow-month. The permittee on the range bid for and got the job of reseeding 
at $4 per acre which is about 50 percent of actual commercial cost. Cooperatio: 
was, therefore, = d at about $4 per acre. 

On the Modoc National Forest, 500 acres had a capacity of 40 acres per cow 
month. The sagebrush was removed through controlled burning and without 
further ground preparation the area was reseeded to crested wheat grass. After 
2 years the estimated capacity was 3 acres per cow-month. 

On the Dixie National Forest, 1,700 acres of depleted range was covered wit! 
a dense stand of rabbitbrush. There were no grazing values. The brush was 
mechanically removed and the area reseeded to crested wheat grass and smooth 
brome. The present capacity of this area is 24% acres per cow-month. With 
the present good management practices employed, it is assumed that the volum 
of forage produced will be on a sustained yield basis. 

On the Second Fork Burn in the Boise National Forest in Idaho a 2,500-acre 
accidental timber burn was reseeded by airplane in 1947. An excellent stand of 
orchardgrass, timothy, smooth brome, and crested wheat grass resulted. This 
not only protects the soil, but will furnish considerable livestock feed until such 
time as timber is reestablished on the area. At last reports the grazing capacit) 
has increased to 1 cow-month per two and a half acres instead of the 10 acres 
originally required. 

States, counties, and farm organizations are increasing their efforts to control 
noxious weeds on farm and pasture lands. Many of these areas adjoin the national 
forest. Consequently, there is added need for the Forest Service to control 
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weeds on nearby national forest lands in order to prevent reinfestation of adjacent 
outside control areas. In addition to spraying, revegetation is one means of 
control, particularily for halogeton. 


{dditional measures to accelerate flood prevention 


Flood prevention measures are installed under this appropriation in the Santa 
Ynez and Los Angeles River watersheds in California, and the Little Tallahatchie 
and Yazoo River watersheds in Mississippi, which include portions of national 
forests. 

In the California watersheds the work involves the intensification of fire pro- 

ction of the soil stabilizing brush cover on steep mountain lands directly above 
numerous Federal and local flood-control reservoirs and debris-control basins 
and above developed urban and suburban areas and farmlands. This work is 
integrated on the Los Angeles project with intensification of fire protection by 
the county and city of Los Angeles—along the urban and suburban areas at the 
base of the mountain slopes. The national-forest work is accomplished through 
the installation and maintenance of protection improvements and equipment and 
the operation of the intensified fire protective organization and facilities required 
for adequately safeguarding the watershed cover. Project installation work was 

about two-thirds completed by the end of fiscal vear 1952 Approximately 
three-fourths of the expenditures in fiscal year 1952 were for operation of the 
ntensified fire protection system. Additional new installations included the 
purchase of 17 mobile fire-protection radios, construction in the mountains of 
two 5,000-gallon water tanks for fire fighting water supply, and completion of a 
fire-crew station site including development of a water supply. 

In the Mississippi projects a minor part of the tree planting program for runoff 
and erosion control is on the national forests. Sixty-nine acres were planted in 
the fiseal vear 1952 bringing the tote] phanted acreage to 3,858 acres, which is 
85 percent of the total job on national forest areas. 


FIGHTING FOREST FIRES 


This appropriation covers emergency fire control expenditures on the national 
forests. Administrative restrictions placed upon the use of these funds by the 
Forest Service require that expenditures shall not be made therefrom until forest 
fires have actually started. An exception is made to this rule, however, when fire 
conditions become so critical that the regular protective organization, financed 
from the appropriation ‘National forest protection and management,” is unable 
to cope with the situation and when, therefore, the temporary employment of 
additional guards will clearly reduce expenditures for fire fighting. 

For fiscal year 1952, $6,000,000 was appropriated of which $2,500,000 was 
reserved for emergencies. However, $591,429 of the 1952 appropriation was 

ised to liquidate obligations incurred in the fiscal year 1951. At the beginning 

of the fiscal year, therefore, the amount availalbe for emergency fire fighting 
obligations in the fiscal vear 1952 was $5,408,571. The severe fire season in the 
summer and fall of 1951 made it necessary to obtain release in August of the 
$2,500,000 reserved for emergericies. By late September of 1951 it was evident 
that a supplemental appropriation would be required. A supplemental appro- 
priation of $3,250,000 was included in the Third Supplemental Appropriation 
Act, 1952. As of June 30, 1952, there remained an unobligated balance of 
$209,556 in this appropriation, so that total obligations during the 1952 fiscal 
vear were $8,449,015, as follows: 


\ppropriated in Department of Agriculture Appropriation Act, 1952_ $6, 000, 000 
\ppropriated in Third Supplemental Appropriation Act, 1952 3, 250, 000 


Total : ; ; : 9, 250, 000 


(mount available in prior year baa ‘ — 591, 429 
Total eee: fiscal year 1952_____-_-- 8, 658, 5 
Obligations, fiscal year 1952_._..........--.-- 8, 449, 0 


7 
li 


Unobligated balance, June 30, 1952_______...---..-- 2 209, 556 


During the fiscal year 1953 no serious large fires had developed through the 
month of October. However, the situation was critical and the potential for 
damaging fires continued until early November requiring the protec tion force to 
be held on duty beyond the normal closing date of October 1. The fire situation 
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in the East, South, and Southwest also was critical until the middle of November, 
Large resource losses on the latter area occurred during this period as a result of 
a large number of fires. 

Obligations from the $6,000,000 provided in the 1953 Agricultural Appropria- 
tion Act, of which $2,500,000 was reserved for emergencies, were $4,377, 631 
of November 30, 1952. By the close of the fall fire season $1,500,000 of 
$2,500,000 reserve had been released. 


as 


FOREST RESEARCH 


The Forest Service is the agency with primary responsibility for Federal research 
on forest and range lands. Such lands make up 54 percent of the Nation’s land 
surface. The object of the research is to develop improved techniques which will 
help to sustain and increase production and utilization of the renewable resources, 
timber, range, and water, from these lands. The results of the research are used as 


a basis for the protection and management of all forest and range lands throughout 
the Nation regardless of ownership. 


Forest- and range-management investigations 


Current activities.—Research under this activity is broken down into that con- 
cerned with the growing and harvesting of timber products, the protection of 
forests from fire, the production and efficient use of range forage, and the manage- 
ment of both forest and range vegetation to produce the greatest amount of usable 
water and a minimum of erosion. 

Organizationally, the work is carried on at 11 regional experiment stations in 
the continental United States, at 1 in Puerto Rico, and at a research center in 
Alaska. The experiment stations serve the major forest and range regions of the 
United States. Much of the research is concentrated on experime ee forests and 
ranges representative of major problems. These experimental areas, of several 
hundred to several thousand acres each, are either federally cane or under the 
control of the Forest Service through leases or other types of written agreements. 
Here are performed the experiments basic to proper management and protection 
of forest and range lands, and the practicability of the methods discovered ji 
tested. 

The demand for research in these fields does not fall alone on the Federal Gov- 
ernment. The program is to a large extent a joint endeavor of Federal, State, and 
private interests. The value of lands, timber, and other facilities made available 
by cooperators to the Forest Service now represents a capital value of $5.6 million. 

Research in forest management emphasizes the development of methods for 
quickly inereasing the growth rate of forests and hence the permissible annual cut. 
Also emphasized are cost and return studies to determine the tree sizes, stand 
volumes, and equipment that will provide for most efficient use of manpower and 
equipment without damage to productive capacity of the forest resources. Com- 
parisons of the more promising combinations of these important factors are tested 
on a practicable operating scale. Also being stressed are cultural measures leading 
to control, by means of chemicals, prescribed burning, and otherwise, of undesir- 
able vegetation competing with crop trees. Methods of reforesting, abandoned 
farm lands, stripped mining lands, and burned-over forests, are being improved 
through research. The development of hybrid trees for faster and more certain 
timber production is being studied, as well as improved methods for stimulating 
gum flow in pines for the production of rosin. 

Range research is aimed at obtaining greater values from the range resource by 
increasing forage on land now producing below its potential, by grazing in a manner 
that will sustain this production, and by producing more meat, hides, and wool 
at a lower cost. On some badly deteriorated ranges where natural recovery 
under good management would be extremely slow, range-reseeding research has 
laid the foundation for successful improvement programs. Continued research 
on what, how, when, and where to seed, and how to graze these reseeded stands, 
will bring similar success to other ranges. The control of noxious and poisonous 
plants, especially undesirable shrubs, on rangelands is being studied to find how 
they can be substantially reduced and replaced with valuable forage plants. One 
of the pressing problems is the control of halogeton, an extremely poisonous plant 
invading rangelands in the intermountain region. 

Investigative work in the protection of forest, range, and watershed lands from 
fire is directed toward reducing losses from fire and toward better efficiency in 
application of fire-control measures. Successful management of these lands for 
their most productive use can be accomplished only as uncontrolled fire is exeluded. 
The fire problem with which this activity is concerned is important to civil and 
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military authorities as well as to land managers because of the serious threat to 
other values and activities by the 200,000 forest and range fires that occur every 
year. The investigation of unexpected behavior of big fires is getting special 
attention, improved action through use of airplanes and helicopters is being 
studied, and some exploration will be continued on possibilities of reducing the 
severity of fire-setting lightning storms. 

Watershed-management research is directed toward improving soil and cover 
conditions and practices to alleviate flood and sediment problems arising out of 
past land-use, and toward helping meet urban, rural, and industrial demands for 
water of good supply and high quality. Watershed-use problems are attacked by 
obtaining quantitative measurements of the effects of such activities as fire, 
logging, hill-farming, grazing, and road construction on water supply and 
quality. Concurrent with these studies are those to determine how to use water- 
sheds for various economic purposes and still provide satisfactory supplies. Possi- 
bilities of increasing water yield through the adjustment of forest-cutting practices 
are being studied. Particular attention is being given to the effects of watershed 
use and management as they are reflected in soil water relations. This provides 
both an understanding of the results of given effects and a means of predicting the 
magnitude of such effects on otlier areas. 

Selected examples of recent progress 

New pine hybirds offer a solution to high planting costs and greater timber yields. 
High prices and heavy demand for all forest products has stimulated forest 
planting nationwide. Research was started early in nursery practice and in 
planting methods so that there is now a considerable fund of knowledge to draw 
upon for the many active planting programs. Unfortunately, however, there has 
been a rise in the cost of planting. In a small way mechanization has helped to 
hold planting cost down, but it still costs $20 to $40 per acre to do an adequate 
job of planting in many parts of the Nation. 

Faced with rising costs, it has become more and more important for forest 
owners to plant only the best stock, and stock that is capable of producing high 
yields. At the Forest Service Institute of Forest Geneties in California where 
scientists have been engaged in developing rapidly growing hybrids, 21,500 
young hybrid trees were planted in a pilot plantation last year. This planta- 
tion includes five of the most promising hybrids developed at the Institute to 
date. All but one hybrid are crosses with ponderosa pine, the predominant 
species of pine in the West. Should the outcome of this plantation bear out its 
present bright future, a long step will have been made to offset high planting cost 

In addition to the development of new hybrids a seed farm, the source of 
hybrid seed, has also been recently brought into bearing. The first harvest of 
hybrid seed was made last year. While the harvest consisted of only 55,000 
sound seed, this is sufficient to plant 165 acres. Planting will be done by a unique 
planting system developed by the scientists at the Genetics Institute. By this 
method of planting 1 hybrid is planted to every 4 trees taken from ordinary 
stock. As the trees develop and thinning becomes necessary, only the better 
trees will be left. Ordinarily this will mean cutting trees that have grown from 
regular planting stock and leaving the hybrids. The other alternative of cutting 
the hybrids is, however, also possible in the event that hybrid performance falls 
below that of trees from regular planting stock. In one operation it then becomes 
possible to reforest denuded timberland and test the growth characteristics of 
new hybrids. 

Good forest management will yield high returns.—What can be expected in the 
way of returns from forests in the South that are managed so as to take advan- 
tage of the latest research findings? Forest landowners must know this before 
they will improve or enlarge their present holdings. Long-term studies at the 
Southern Forest Experiment Station are providing this information. In one 
instance in Louisiana, a 20-year-old stand of loblolly pine on a good site that had 
been managed carefully since 1915 disclosed an average growth of 2.2 cords or 
760 board feet per acre per year for 57 years. At $14.50 per cord for pulpwood, 
this growth has a value at the mill of $31.90 per year. In terms of delivered 
sawlogs, the annual value increase is approximately $50 per acre per year. These 
long-term yields and gains are substantial, but returns over the past 5 years are 
even more impressive. Growth has averaged nearly 1,200 board feet per acre 
per year, worth $36 in stumpage and $78 in logs delivered to the mill. Further- 
more, the sawlogs are of good quality and the proportion of high-grade logs is 
rapidly increasing. 





1274 


Even partially stocked loblolly stands with growing stock as low as 4.600 
board feet per acre are producing as much as 774 board feet of timber annually. 
These large-scale compartment studies in the lower Piedmont of Georgia have 
shown an average annual growth of 574 board feet per acre for 3 years on 5 con 
partments. 

Long-term studies and more recent large-scale compartment test demonstrations 
such as the above examples continue to produce evidence that productive fores 
management is possible on many forest holdings in the South. 

A system of classification for the climax (stable) forest of Alaska was completed 
this past year to partially meet the growing need for management knowledge, paral- 
leling the expanding use of Alaska’s timber.—The characteristics of the new classes 
are distinct as to <aeuee attained, proportion of species, number of logs, number 
of culls, and gross growth. It will serve to describe a stand prior to logging iy 
sufficient detail so that future second growth on the same area can be related 
to it. It is being used to make quick checks of doubtful forest areas to determine 
whether merchantable for pulp timber or not. 

A new procedure helps insure natural regeneration.—Planting is possible in th« 
Douglas fir region west of the Cascade Mountains in Oregon and Washingto: 
without too much difficulty on most areas, buf for each acre that is naturally 
reproduced $25 to $35 is saved in planting cost. For this reason it is important 
that every opportunity be taken to secure restocking by natural means. 

The process of natural restocking is, however, far from completely understood 
The burning of slash following logging has on some occasions been followed by 
excellent restocking, yet on many other occasions under what has appeared to be 
similar conditions restocking has failed or has been only partially successful. 

A val table clue to the solution of this inconsistency has been discovered o1 
the Blue River E xpe rimental Forest. By leaving slash unburned or by burning 
it prior to ‘the main period of seedfall which starts early in September, twice as 
many young trees have become established as when burning has been delayed 
until October. This procedure is effective in years of good cone crops. By ob- 
serving the occurrence of such years, the forest manager is in a position to reduce 
considerably the need for expensive planting. Following this new procedure is 
not a panacea Timberland owners in the coastal region of the Pacifie Northwest 
are still confronted with the difficult problem of renewing their forest where brus! 
is a vigorous competitor to tree growth. 

High yields are possible with improved thinning practices —With the rapi 
harvest of the remaining old-growth Douglas fir in western Washington an: 
Oregon, it is becoming prog gressively more important to learn how young- -growth 
Douglas fir should be managed for optimum yields. It is these stands of timber 
that must yield the forest products of the future—they must take over the job 
of furnishing the Nation with strong structural lumber and timber which has 
been the past and current obligation of the virgin forests of the Pacifie Northwest 

According to experiments in seleeted areas on the McCleary Experimental 
Forest in western Washington, it is proving possible to thin 5,000 board feet per 
acre at 5-year intervals from dense stands of 40-year-old timber. Indications 
suggest that this rate of thinning can be maintained until the stand is 90 years 
old and is ready for the final harvest. Should subsequent vears bear out the 
original trend an extra return of $1,600 per acre in terms of saw logs will be realized 
during the period of the production of a timber crop. The final yield is presently 
estimated to be 100,000 board feet vielding—with thinnings—a total of 150,000 
board feet in 90 years. 

Such vields are possible on only the best timber-growing sites. Whether the 
thinning rate of 5,000 board feet can be safely maintained until the stand is 90 
vears old is one of the.factors being tested in the experiment. Further research is 
necessary to determine whether the thinning level for such stands has been set too 
high or too low to determine the right thinning rates for the less productive sites 
in this region. 

Control discovered for root rot in southern forest nurseries.—The large Ashe Forest 
Nursery in Mississippi is again in production as a result of 4 vears of cooperative 
research by the Southern Forest Experiment Station of the Forest Service and the 
Bureau of Plant Industry, Soils, and Agriculture Engineering. Soil fumigation 
with ethylene dibromide effectively controlled root rot, a condition which had 
caused curtailment of activities at the nursery. Furthermore, the use of sawdust 
plus minerals not only improved nutrition of seedlings but also reduced incidence 
of root rot. This research enabled the production of 12 million pine seedlings from 
this large nursery in 1951. 





Species conversion on poor sites will increase yields.—-It has long been recognized 

agriculture that maximum farm income can be obtained by growing crops best 

ted to the soil and climatic conditions present. Certain crops do best on light 
iv soils, others do best on heavy soils. When a variety of growing conditions 

ir on a farm the wise farmer plans his crops to make the most of his land. 
he wisdom of such practice has also become apparent in forestry. In southern 
I] the oak-hickory forests occur under a great variety of conditions, but they 
gTOW tat Foose and poorly on ridge tops and southern exposures. Studies by the 
ntral States Forest Experiment Station in this region are showing that soft- 

\ds—the pines—can be planted and will thrive without too much difficulty on 

e sites. At present they appear better adapted to these more difficult growing 

ditions than oak or hickory, and should present indications prove to be a sound 
neasure of the future, the timber grower in this region will be in a position to step 
» his yield, and do so with species that are short in supply and great in demand. 
\pproximately 20 percent of the forest area in this region is subject to this treat- 
ent so that its economic significance is great. 

Hardwood control methods developed by research are becoming accepted practice 

adoption of the fruits of forest research by private timberland owners is 
ry likely the most conclusive proof of their practicability An example of 
research results put to actual practice is found in the techniques of hardwood 
trol developed by the Southeastern and Southern Forest Experiment Stations. 
ng fire and herbicides, hardwood contro! has now been performed on approxi- 
ately 292,000 acres of privately owned timberland in the South. This work 
has been participated in by 27 different lumber companies. It was designed to 
favor the growth of the more valuable pines that are eagerly sought for pulp- 
yood and lumber. Not all the problems of hardwood control are vet solved, 
however. Much more needs to be learned to perfect the prescription for burn- 
ng and new techniques must be developed to bring down cost of applying herbi- 
cides. Prescribed burning is still not possible without the danger of some 
lamaging effects, and herbicides have not always been consistent in their behavior. 
Complete planting instructions are now available for the southern pines.—Planting 
is the only sure way of restoring to timber production more than 13 million acres 
the South. Due to the farsighted establishment 25 vears ago of studies on 
forest tree planting and forest tree nursery work, results are available now 
at the very time they are needed for the big job ahead. The information is 
‘ontained in the three volumes of Planting the Southern Pines, published by the 
Southern Forest Experiment Station last year. This manual is already the 
tandard guide for 34 nurseries in 12 Southern States—nurseries which produced 
240 million trees in 1951. Much of the material is also applicable to and is 
being used by nurseries in the Northeast and North. 

1 classification of trees for cutting western white pine is now availabl Which 
rees to cut and which trees to leave so that the timber landowner will be assured 
f maximum volume and the highest quality timber possible in his final crop, 

has been determined for the western white pine forests of northern Idaho. . This 
has come as the result of a cooperative study started in 1941 by the Forest 
Service and the Bureau of Entomology and Plant Quarantine. Over a period 
of 10 years trees were observed for external characteristics that would foretell 
their ability to resist destruction by damaging agents and to predict their future 
rate of growth. The results of this study is now available in the form of a tree 
classification system that can be quickly and easily mastered by timber growers. 

Planned log roads increase profits and reduce watershed damage.—Three years’ 
experiments in West Virginia demonstrate that when haul and skid roads are 
planned in advance with due regard to length and steepness of slope and with 
provision for safe disposal of runoff water, lesser mileage is required, operations 
can continue during wet weather, cutting schedules can be more flexible, soil 
losses and impairment of water supplies are reduced, and maintenance costs are 
ess 

Clear cutting in New England hardwood forests accentuates flood runoff—On 
shallow northern soils the humus layer represents an important medium for 
absorbing and retarding potential floodwaters. Investigations show that repeated 
clear cutting markedly reduces the depth of this layer and in turn its total water- 
holding capacity, the difference amounting to as much as two-tenths of an inch at 
saturation. By contrast, light cutting, by permitting a rapid buildup of humus 
depth and hence storage capacity, represents a highly effective medium for re- 
ducing flood discharges. 

Water yields not reduced by adequate range cover in Arizona.—Investigations on 
semiarid range lands show that under prevailing soil and climatic conditions the 
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density of vegetation does not significantly affect the yield of water. Where grass 
is thin, savings in water use by the thin cover are offset by increased evaporatio; 
Moreove ‘r, a thin cover affords inadequate protection against accelerated soil losses 
and water-supply sedimentation. Maintenance of an adequate soil protect 
cover under moderate grazing use appears the soundest practice in terms of b 
livestock operator and downstream water-user interests. 

Deep-rooted plants reduce flood runoff.—Studies of soil water storage and us 
forest and other vegetation in the South Carolina Piedmont reveal the significant 
role of deep-rooted species in making additional storage available to absorb heavy, 
rainfall. ‘The soil under a young loblolly pine stand stored 5.18 inches of raj 
and a 40-year-old pine stand, 3.51 inches, as against only 0.11 inch under broo) 
edge cover and 0.14 inch on a barren area. No flood runoff oceurred under tly 
deep-rooted forest cover, in contrast to the high proportion of rainfall which rg 
off the shallow-rooted and bare areas. 

Moderate grazing and improved management doubles net income per head fron 
desert winter ranges of Utah.—The net income from sheep grazed moderately and 
under improved management on desert winter sheep ranges was $3.64 per head 
compared with a net income of $1.69 per head under heavy grazing and following 
the usual management practices. Under the moderate stocking, an average of a 
pound more wool per ewe was produced annually; ewes wintered at an averag: 
of 8 pounds per head heavier; approximately 11 percent more lambs were pro- 
duced and death losses were reduced. Results of these sheep management 
studies apply in some degree to a more than 65 million acres of winter ranges i) 
Nevada, Utah, Idaho, Oregon, and Wyoming. 

Control of unmerchantable scrub oak on central Louisiana range resulted in 
times as much forage production.—Grass production on areas where the low valu 
blackjack and post oaks were killed by amate amounted to 1,886 pounds per acr 
after 3 years compared with only 894 pounds per acre on the untreated check 
plots. The increased forage re sulting from the hardwood control was sufficient 
to provide about 20 cow-days of forage per acre per year under proper grazing 
Such hardwood control also facilitates reestablishment of productive pine forests 
Increased income from livestock could repay most of the cost of scrub-oak contro! 
even before the first income from the pine plantations. 

Fertilization of annual foothill range of California gives increased forage.—A 3- 
year study at the San Joaquin FE xpe rimental Range showed that annual grass 
ranges respond well to the application of fertilizers. Herbage increases amounted 
to 3,083 pounds per acre from superphosphate and 2,481 pounds per acre from 
gypsum. Considering the cost of fertilizers and their application, the cost per toi 
of increased herbage produced was $2.77 trom the gypsum and $8.50 from thé 
superphosphate. Valuable legumes accounted tor more than half of the increase 
In grazing trials the cattle grazed the fertilized areas more readily than they did 
the unfertilized areas. 

Research conducted in several Southern States has shown that millions of acres of 
clear-cut or very poorly stocked forest can be put back into timber production profitably 
by closely correlating livestock grazing and timber growth.—Scientific management of 
loblolly and longleaf pine forests in southwest Louisiana, for example, permits not 
only the production of timber but also some forage for livestock production as well 
Income from cattle will carry the combined operation for the first 15 years after 
planting a new forest. Income from the first forest thinning will balance accumu- 
lated costs of tree planting and management and together with the second thin- 
nings will equal the outlay for land, planting, and management in the 20th_ year. 
Range income will start at about $1 per acre per year and decline to $0.35 as the 
planted pines grow and smother out the grass. It will increase to $0.40 to $0.50 
per acre per year with periodic thinnings. A 160-acre farm and 1,280 acres of 
cutover grazing land can support 50 to 60 breeding cows which will yield an annual 
net income from grazing of about $1,775 in addition to the returns from the timber 

Reseeded Colorado range produced five times as much weight gains on cattle per acre 

as adjacent native ranges during drought year in Colorado.—lIn the exceedingly dry 
year of 1951, yearling heifers grazed on reseeded ranges at the Manitou Experi- 

mental Forest in Colorado made average gains of 44.1 pounds per acre on crested 
wheatgrass, 43.3 pounds per acre on intermediate wheatgrass, 38 pounds per acre 
on Russian wildrye, and 35.7 pounds per acre on smooth brome. In comparison, 
animais grazed on properly stocked pine-bunchgrass range supporting native 
vegetation averaged 8.3 pounds per acre gain. 

Profits from experience in fire fighting —At the Northern Rocky Mountai: 
Station an analysis was undertaken of 36,000 fire reports for the 15-year period 
1931-45. Modern statistical methods and punchcard machines were used for 
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ob. The results have recently been published under the title ‘‘ Forest Fires in 
.e Northern Rocky Mountains.’” This report makes a valuable encyclopedia of 
formation for firemen but changed them from opinions to accurately known 


For example, timber cutting increases the fire job and calls for much more 
nsive efforts. Fires on cutover lands sprerad 7 times as fast as in green timber 
{ burn over 11 times as much land every year in spite of the fact that fire- 

hting equipment and men can get to them faster by available roads. Better 
fighting methods are needed in such areas. 

Snags deserve their reputation as dangerous fire targets for lightning. Thirty- 

four percent of 12,000 fires in northern Idaho, western Montana, and eastern 

Washington started in this way. Getting rid of snags pays off by reducing the 
imber of fires. 
Further information that can guide the effort toward better efficiency in reducing 
-fighting losses has been put in usable form through this analysis. Such infor- 
ation provides the tools for future progress in solving the nation’s forest-fire 

problems. 


orests products investigations 


Current activities.—Forest products research program conducted at the Forest 
Produe ts Laboratory at Madison, Wis., is now aimed at providing to the fullest 
extent possible the research results and technical services required by the defense 
age nelees industries and others for the production, procurement, use, protection, 

ification, and conversion of forest products during the emergency. 


Selected examples of recent progress 


Laminated wood bulletin.—Recently a study was completed for the Navy, 
Bureau of Ships, on laminated ship decking having a surface layer of teak bonded 
»a Douglas-fir base. It was found that end scarf joints in individual laminations 
iay be randomly located without any reduction in the desired performance of the 
lecking. Previously it had been considered necessary to specify that end scarf 
ints in the individual laminations be widely separated, a practice that resulted 
fabrication difficulties. From many such individual but related studies, the 
laboratory gained the information needed for the preparation of a technical 
anual that presents the basie principles of design and fabrication, including 
specific procedures for the preparation of laminating material, types of adhesives 
to be used, the limitations of each, calculation of strength, the effect of size and 
position of defects, type and spacing of joints, and curvature of laminations. 
The manual, just completed, is timely because of the demand for laminated con- 
struction in defense work. 

Strength of wood increases at low temperatures.—Assertions have frequently 
been made that wood becomes weak and brittle when continuously exposed to 
ery low temperatures. Recent investigations at temperatures as low as — 300° 
I’. disprove this and show that some important strength properties of wood are 
actually increased, when compared with those at room temperatures. Increases 
range from 40 to 150 percent depending on the property and the species involved. 
Fundamental knowledge of the behavior of wood at very low temperatures is 
applicable to the use of wood for construction, containers, and shelters in the 
aretie regions, and for such nonmilitary uses as wood framing for storage tanks 
varrying liquid gas at —275° F. 

Heating veneer logs electrically appears practical.—Hardwood veneer logs must 
isually be heated before they are cut into veneer. This heating is costly and 
time consuming, requiring 1 to 2 days or more in steam or water. Softwood 
logs are ‘usually cut without heating, in the interest of economy, but here, too, 
improved quality of the veneer from heated bolts makes heating desirable when- 
ever it can be justified economically. A promising new method of heating veneer 
bolts quickly and economically has been developed at the Forest Products Labora- 
tory. A high-voltage electric current is passed through the green bolts, which 
become heated as a result of the resistance to the passage of the current. Bolts 
requiring 2 days of heating in steam or water have been heated throughout in 
2 to 4 hours by the new method. Another advantage of the method is that the 
‘ost of heating by the electrical method is low. 

Wood sugar yields tripled.—Basic knowledge has recently been gained on 
cellulose hydrolysis rates and yields and methods of increasing them. Careful 
study of hydrolysis rates, crystallite lengths, and moisture adsorption values of 
cellulose has indicated that the hydrolysis of celluosic material proceeds, crys- 
tallite by erystallite, rather than by lateral or end attack. This offers a possible 
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explanation of why cellulose is so different to hydrolyze in comparison, for ex- 
ample, with starch. A preliminary breakdown of the crystallite structure, on th, 
other hand, could result in improvement in hydrolysis rates and sugar yields 
This was demonstrated by irradiating cotton-linter cellulose and _high-alphs 
woodpulp with high-voltage electrons, thereby reducing the size of the cellylos; 
crystallite. The result was a significant increase in the rate of hydrolysis. Ip 
small-scale laboratory tests an exposure of 108 equivalent roentgens increased the 
rate of hydrolysis 18 times and tripled the yield of wood sugar. 

Basic principles of house construction presented in manual.—Good principles of 
house construction are all too frequently violated, with the result that the hom 
owner gets less than he should in the way of sound construction or pays for poor 
construction with increased maintenance costs. A thoroughly satisfactory house 
demands three essentials—an efficient plan, suitable materials, and sound con- 
struction. The manual, Basic Principles of House Construction, prepared by 
the Forest Products Laboratory does not deal with the designing and planning 
of a home but does treat in simple form suitable materials and sound construction 
practices that will help anyone build a better house. It will serve as a guide to 
builders and prospective homeowners, aid in training apprentice builders, and 
furnish a standard by which one can judge the quality of the construction of a 
house. 

Preservation of wood in glued products.—Glued wood products in the form of 
plywood, laminations, and other built-up products, are increasingly used under 
adverse conditions of exposure. This has created the need for information both on 
the preservation treating of glued material and on the gluing of treated wood 
Tests on products glued with several common synthetic resin adhesives and sub- 
sequently treated have shown that none of 7 commercial wood preservatives and 
1 fire retardant applied by pressure had any harmful effects on the strength and 
durability of the glue bonds. The glue joints were evaluated shortly after treating 
and again after 2 and 6 vears of aging. 

Considerable progress has also been made in developing techniques for gluing 
wood that has first been treated with preservative. Conditions for gluing wood 
treated with creosote or with preservatives in heavy oil solvents were established 
With so-called clean preservative, glue bonds of high strength can be produced 
under less exacting control. This work demonstrates that treated wood can be 
successfully glued, and provides a practical method of producing thoroughly 
treated glued-up members for service under conditions of high decay and insect 
hazard. 

Newly developed cold soda semichemical pulping process in commercial use. 
A current research development in pulping, of special interest because of its 
simplicity and possibilities for wood conservation, is the cold soda semichemica 
pulping process. In this process the chips are steeped in a caustic soda solution at 
atmospheric temperature and pressure and then fiberized mechanically. The high 
vield of nearly 90 percent makes the process almost equal to the ground-wood 
pulping process from the standpoint of wood utilization. It is particularly suitable 
for pulping hardwoods. A present commercial application is in the production of 
corrugating board. Recent experimental work has shown that semibleached aspen 
pulp can be used in making newsprint paper, replacing about half of the sulfite 
pulp and about one-eighth of the ground wood plup, both now mostly made from 
spruce. 

Semichemical pulping factors yield to fundamental approach.—A fundamental 
approach has been made to the problem of classifying various woods with respect 
to their semichemical pulping behavior. In this study pulping data on a number of 
woods were classified and analyzed. The main variables, namely the properties 
of the wood itself, its pulping characteristics and pulp yield, were used to develop 
a “pulping index.’”’ Further development of the index will make it possible to 
predict the semichemical pulping behavior of any wood without actually making 
lengthy and costly pulping tests. 

House paint maintenance simplified— House paint maintenance study on repre- 
sentative exterior paints and painting systems that was started in 1936 has 
reached a significant stage. The results reveal that painting too frequently or 
too generously produces paint films of excessive thickness, Excessive film thick- 
ness, in turn, causes such excessive checking, scaling, and peeling that complete 
and expensive removal of the old paint is necessary. These findings are of im- 
portance in two respects. They indicate repainting schedules that should result 
in decreased painting cost and improved paint service to the householder. They 
also indicate means of evaluating paint service in shorter periods than the 16 
years required for this study. 
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Reducing losses in veneer logs.—The growing scarcity of Douglas-fir peeler logs 
makes it imperative that maximum yields of veneer be obtained from them, 
Studies of Douglas-fir log grades and yields, although not yet completed, have 
already demonstrated that in every 100 veneer or “‘peeler’’ logs, 67 lineal feet 
(or about 2 logs) are lost because of improper trim allowance when the logs were 
bucked in the woods. More exact log-length specifications will practically 
eliminate this waste and will result in production of less veneer and plywood of 
substandard length. 

Growing better wood by controlling growth conditions.—As progressively greater 
areas of forest land come under intensive forest management, increased emphasis 
can be given to regulating tree growth in such a way as to control wood density, 
growth rate, strength, and other properties. In studies involving the defoliation 
of selected test trees of longleaf pine it was shown that the percentage of spring- 
wood (the more porous part of the growth ring) as compared to summerwood 
(the denser part of the ring) was reduced. This knowledge is important to 
silviculturists in planning stand density control and pruning practices. 


Forest resources investigations 


The objective of these investigations is to determine the amount and kind of 
forest land and timber resources in the United States, and possible solutions to 
economic problems of ownership, production, marketing, etc., associated with 
management and use of the Nation’s timber resources. 

Status of program.—Field work on the nationwide survey of forest resources in 
the fiscal year 1952 covered about 14 million acres of forest lands in areas never 
before surveyed, and 27 million acres in areas first covered during the 1930’s. The 
initial surveys of timber resources were concentrated in California, Indiana, 
Kentucky, Ohio, Tennessee, Pennsylvania, Maryland, and New York. Resurveys 
were made largely in the important timber-growing States of Oregon, Washington, 
Idaho, Michigan, Wisconsin, Alabama, and Georgia. Since 1945, up-to-date 
information on forest area, timber volumes, growth, and drain have been obtained 
for 120 million acres of previously unsurveyed forest lands, and 131 million acres 
have been covered by reinventories to determine actual changes and trends in 
forest conditions. 

Basic facts on timber resources obtained in these surveys are contributing to 
both emregeney and peacetime programs. Results were published in reports and 
bulletins, in numerous technical articles, and in a large volume of correspondence 
with forest industries, government agencies, and others. In connection with the 
program for accelerated tax amortization, the Survey has provided basic facts for 
determining the availability of timber for more than 300 proposed expansions in 
pulp and other forest products industries. The shrinkage of saw-timber stands 
in the United States and need for more intensive wood utilization in all parts of 
the country intensifies the need for Survey statistics as a guide for industrial de- 
velopment. 

Substantial cooperation with State and local agencies continues. In California, 
for example, State cooperation has enabled intensive mapping of vegetation types 
and of forest soils as a basis for action programs of forestry agencies, tax assessors, 
and others. In New York, Pennsylvania, Michigan, Wisconsin, North Carolina, 
and several other States substantial State and local contributions make possible 
local intensification and acceleration of the Forest Survey to provide basic resource 
facts for both industry and government. 

A number of special studies conducted during the year included an analysis of 
prospective timber supplies and requirements in 1975, made for the President’s 
Materials Policy Commission. A comprehensive survey of equipment, supplies, 
and manpower used by primary forest products industries was completed for the 
National Production Authority and other defense agencies. 


ADMINISTRATION OF INCREASED TIMBER SALES 


Mr. ANDERSEN. There is a proposed increase of $355,000 for the 
administration of increased timber sales. Will you give us some 
information on that? 

Mr. McArp.e. May I refer that to Mr. Cliff, under whose juris- 
diction it comes? 

Mr. Currr. I would like to start out by making a few brief general 
remarks. The job of running the national forests is becoming bigger 
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and more complex each year. We are practicing more intensive 
forestry on more land each year. Timber cut has doubled in the past 
10 years, and is still going up. Recreation use has more than doubled 
since 1945. Other demands on resources in the national forests are 
likewise increasing. The income has more than doubled in the last 
3 years. It is 10 times what it was in 1942. The income for the 
fiscal year 1952 was $71.4 million. In 1953 it will be approximately 
$76.9 million. 

Mr. AnprERSEN. Is that all receipts in the Forest Service? 

Mr. Curr. That is the income from the national forests. 

Mr. Anpersen. Including grazing fees? 

Mr. Curr. Yes, sir. The receipts from timber sales will equal 
about $71% million this year. Receipts from grazing and other uses 
will be about $5% million. 

Mr. ANDERSEN. Proceed. 

Mr. Curr. We are running the national forests with 727 fewer 
men than we had in 1948. In that year we had 6,863 man-years of 
employment on the national forests; and in 1952 we had 6,136 man- 
years of employment. 


INCOME EXCEEDS COSTS 


Mr. Anpersen. Mr. Cliff, the Forest Service is one of the few 
agencies of the Government that puts into the Treasury of the United 
States more funds than paid out. 

Mr. Curr. That is true for the administration of the national 
forests. 

Mr. Anperson. You are actually realizing on a great capital asset 
belonging to the people of America. Is the inventory and value of 


the timber increasing somewhat each year? 

Mr. Curr. The value of the national forests are increasingly tre- 
mendously each year through increased timber growth, and also 
increased value of the forest resources, about $300 million a year. 

Mr. ANDERSEN. While you do sell off $71 million of timber, there 
is more than that being added each year to replace what is sold. 

Mr. Curr. That is true. There is about four times as much. 

Mr. ANpeRSEN. Four to one. Is that in board feet? 

Mr. Curr. No, in value. 

Mr. ANDERSEN. How does the board feet compare? 

Mr. Curr. We will cut this year about 5 billion feet of timber. 
Our sustained yield, the allowable cut, is about 6% billion board feet 
of timber. 

Mr. AnprerseN. Why haven’t you reached that 6% billion board 
feet cut? 

NEED FOR ACCESS ROADS 


Mr. Curr. There are two principal reasons why we haven’t been 
able to do that. The main reason is lack of accessibility of many of 
our more important timber stands; second is the lack of sufficient 
manpower required to merchandise and market the product. 

Mr. AnperseNn. If we were to allow you more- money for access 
roads, could you then recompense the Treasury of the United States 
by a further guaranteed cut? 

Mr. Curr. Yes, sir. 

Mr. ANDERSEN. There is no question about that? 

Mr. Curr. There is no question about that. 
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Mr. Hunrer. Do you have any figures to compare the cost of a 
particular road with timber receipts which results from the construc- 
tion of that road, and the opening of that particular area? 

Mr. Curr. Yes, sir; we do. 

Mr. Hunter. I wish something of that nature would be put in the 
record. 

Mr. Curr. I would like to give you that now. Since the fiscal year 
1943 until the present, we have had special appropriations for access 
roads amounting to $20,720,858. We have constructed and recon- 
structed with those funds a total of 3,206 miles of road. That has 
resulted in a harvest of 5 billion feet of timber over these particular 
roads, and the income from that timber was $43,374,000. 

Mr. Hunter. If the roads had not been built when they have been 
built, wouldn’t there have been what you might call a dead loss of 
timber due to insects, age, and other natural conditions? 

Mr. Cuiirr. That is substantially correct, msofar as old-growth 
timber is concerned. The fact that we do not harvest the old-growth 
timber does not mean that we can, in a decade later, harvest more of it, 
because in the old stands the loss about offsets the growth. If we do 
not harvest those stands when they are ready to cut we lose timber 
through decadence, insects, windfall, and other causes. 

Mr. Hunrer. I was trying to point out the difference between a 
resource such as this and, for example, petroleum reserve, where 
someone could state that petroleum could be maintained for 100 vears 
and used then, but vou can’t say that for timber. 

Mr. ANDERSEN. You are absolutely right. We have got to take 
the timber out, otherwise we will lose it. Mr. Cliff, vou mentioned 
6% billion board feet cut, I believe? 

Mr. Currr. Yes, sir. 

Mr. ANDERSEN. Of the amount cut in the United States, private 
industry has by far the greatest portion? 

Mr. Curr. Yes, sir. About three-fourths of the commercial 
timberland is in private ownership. 

Mr. ANpERSEN. That includes farm ownership as well? 

Mr. Curr. Yes, sir. 

Mr. Wurrren. While I certainly agree that there should be some 
federally built access roads, I do not want the record to indicate 
that the Federal Government should build all the access roads. The 
law provides that 25 percent of forest receipts should go to State and 
county governments. ‘There are two ways to get access roads: One 
is to let the purchaser get his own timber out, in which case the State 
and counties contribute their part toward the cost of the roads. The 
other is for the Federal Government to build the roads. In the latter 
case, however, the States and counties do not share any of the cost. 


INCOME VERSUS EXPENSE 


Mr. Larrp. When you were pointing out the income of the Forest 
Service as being greater than the outgoing expenses to the Federal Gov- 
ernment, I have had that thrown up several times as a reason for 
spending more money. ‘The income of the Forest Service does not 
have bearing on the amount of funds you spend. You should receive 
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the authorizations which are necessary, but the Forest Service has g 
big capital asset and the Treasury of the United States should be 
receiving a return from this large capital investment of all citizens 
of this country. 

Mr. Wuirren. That same statement has been presented by the 
Forest Service to this subcommittee in the last 4 years. My answer 
was that if I was given a mercantile establishment, furnished with 
all goods for resale, I probably could show a pretty good return. 

Mr. Larrp. The Forest Service has not pointed this out. I do not 
think some people understand this. 

Mr. ANpErsEN. | do not think it should be any crime for the Federal 
Treasury to receive this money. Some people have ways to spend 
the money before it gets into the Federal Treasury, as indicated by 
certain legislation recently brought before the Committee on Agri- 
culture. 

Mr. Hunter. They should spend what it is necessary to spend. 

Mr. Anpersen. That is right. It is no crime for the balance to go 
into the Treasury. You mentioned need for an additional fund to 
handle salvaged timber in the Northwest. Last year $150,000 was 
included in the bill to meet this problem in Oregon and Washington. 
What use was made of this money, and why is a further increase 
needed? 

TIMBER SALE BUSINESS UP 


Mr. Cuirr. The money that we received last year has been devoted 
to stepping up timber sale work on the national forests generally, 
and we have had a very pronounced stepup in the Northwest. | 
have brought a chart to show the trend in the timber sale business, 
dating from 1934 to 1954. This point represents the cut last year. 
If I recall, I told the committee that if you would grant us the increase 
which the budget allowed last year, we would increase the cut to 
5 billion board feet. 

We are going to meet that goal. We might exceed it. At the end 
of the third quarter this year, we have cut about 4 billion, just a little 
under 4 billion board-feet. With a 3 months’ spring and early summer 
logging season before us, before the close of the fiscal year, I think 
there is no question but what we will attain the goal of 5 billion board- 
feet, and the income is expected to be about $71 million. 


TRANSFER OF PERSONNEL TO TIMBER SALES 


Mr. MarsnHatu. You were given additional funds. How much if 
any personnel did you transfer from one forest to another to complete 
this work? Did you transfer personnel? 

Mr. Curr. We transfer personnel from place to place to meet the 
needs in the particular area. We have not increased the total per- 
sonnel employment, in the last 5 years it has decreased but the work- 
load has increased. We have shifted people in some places and from 
other important work and put them on pressing timber-sale work. 

Mr. Marswa.u. I do not quarrel with you in.the least. I think 
that is the proper administration to transfer personnel that has been 
trained, although I do feel there have been some instances, and per- 
haps many instances, where the work was neglected in the forest 
which they left to enable them to take care of the situation in Wash- 
ington and Oregon. 
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\fr. Cuirr. It is not easy to move personnel around. There is some 
benefit in doing it, however, because you take advantage of the 
experience and give men additional experience. We do not like to 
move people more often than absolutely necessary. We like to leave 
them on a job long enough to do good professional work where they 
are assigned. Sometimes we have to make personnel moves on account 

‘retirements, people resigning, and other causes which are beyond 
our control. We are trying in our personnel work to keep a good, 
professional, hard-hitting, and well-trained team working wherever 
ve need them. 

\ir. MarsHALL. That was not the question that bothered me. The 
juestion is: How much of the work from these forests where these people 
were transferred was hindered in those particular forests they left? 

Mr. Currr. Such shifts are bound to interfere with other work, 
\lfr. Marshall. Most of the transfers were permanent transfers rather 
than temporary loans and we try to replace them with well-trained 
men 

Mr. MarsHauy. It would be to your advantage to transfer to 
Washington and Oregon so that then you would in turn be able to 
<eep your trained personnel, since where they were transferred from 
they were not needed. 

Mr. Curr. I wouldn’t say that any of the men transferred to tim- 
ber-sale work were not needed on their other jobs. They were all 
needed, but sometimes we have to shift our men and programs to 
take care of emergencies. Some of the men were replaced but in 
other instances we had to let important work go by the-board. 


TIMBER-SALE REQUIREMENTS 


Mr. ANDERSEN. Have you considered, Mr. Cliff, ways and means 
of handling increased timber sales with present personnel by revising 
procedures and methods of handling timber? 

Mr. Curr. Yes, sir; we have. 

One of the things we are doing is taking advantage of Bureau 
scaling by independent scaling organizations out in the Northwest 
which is in the direction of cutting costs. 

Mr. ANnprersEN. What are your practices with respect to cruising 
and sealing timber? 

[ understand that Bureau of Land Management merely cruises and 
sell from that estimate. You go more to the exact science of scaling? 

Mr. Curr. Yes. 

Mr. Anpersen. Is that justified? 

Mr. Curr. I am sure it is, because for example out in the Oregon 
country, the Douglas-fir logs were bringing in $25 to $30 per thousand, 
and sometimes more, and the Government can stand to lose money 
if we do not have an accurate measure of the timber actually cut. 
We follow the practice of scaling. We base our appraisals on cruises, 
so we know how to price our product. We have found that our cruises, 
especially those which were made a number of years ago, often cut 
out more than the cruise would indicate. In some cases it is as much 
as 10 to 15 percent more. If we sold that material on a cruise, the 
Government would probably be losing large sums of money. 

Mr. Larirp. That is pretty good cruising. 





Mr. Curr. Ordinarily, good cruises will vary plus or minus }( 
percent. 

Mr. Larrp. That is a good cruise. What is the most you have had 
a cruise variance? 

Mr. Mason. You get 100 percent variation at times, especially with, 
highly defective timber. 

Mr. ANDERSEN. Proceed, Mr. Cliff. 

Mr. Curr. The increase shown in the budget of $355,000 will by 
partly offset by a decrease of $15,000, resulting from a decrease in 
personnel and related expenditures, because of pending proposals for 
forest consolidations, Thus the net increase in the budget is $340,000 
for increased timber sales. We will use the bulk of that for handling 
the increased salvage work in the blowdown and bark beetle infested 
areas in the Douglas-fir area in Oregon and Washington, and the 
salvage work in the Spruce-bark-beetle epidemic areas in north Idaho 
and Montana. In order to get on top of the insect-control job, wi 
have got to embark on a vastly stepped-up logging program, and al! 
but $50,000 of that increase would be used in that direction. 

The other $50,000 is needed for the administration of the large sak 
that was awarded recently in Alaska. Several years ago we sold 1% 
billion cubic feet of pulp timber in Alaska for the establishment of a 
big pulp mill. That mill is now under construction. It will cost 
about $45 million. It will be going into production during th: 
coming fiscal year. We have got to staff wp, put more men on the 
staff, to make logging plans and handle the administration of that 
sale. 

Mr. ANDERSEN. I assume from what you have said that you are 
really asking for no increase in your regular timber-sale work? 

Mr. Curr. That is correct. The increase is needed for the two 
things I mentioned, and it would result in cutting an additional 
quarter of a billion feet of timber and should result in additional 
income of approximately $2 to $2% million. 


SANITATION AND CARE OF PUBLIC CAMPGROUNDS 


Mr. ANDERSEN. You are requesting a $200,000 increase to remedy 
sanitary conditions on public campgrounds. What have vou done to 
get additional support from cities, counties, and States in handling rec- 
reational areas? 

Mr. Curr. We are getting contributions amounting to about 
$392,000 each year in services and cooperative funds from local 
agencies for use on the Forest Service recreational area. 

Mr. ANpERSEN. What is the sum total being requested in this 
budget on recreational areas? 

Mr. Curr. $890,000. 

Mr. Anprersen. What has bee n your experience in charging for 
the use of these particular areas? 

Mr. Curr. That is another thing we have been trying to do 
Over the past 4 years, we have been conducting an experiment in 
charging for the use of the most heavily used recreation areas. This 
year we have 40 of our major recreational areas under charge. Thirty- 
six of those are under concession arrangement where a permit is 
issued to the concessionaire who manages that area, collects funds, 
and pays the Government a fee. He also does some of the improve- 












































ment maintenance work. The Forest Service handled the collection 
of fees on 4 charge areas. In 1949, when this experiment was started, 
the Forest Service collected fees on 23 areas and 21 were under con- 
cession. The reason for the decrease in Forest Service operated 
charge areas is that the collections we have made have not paid for 
the collection and the upkeep of the areas, and we have lost money 
on them. It resulted in using money for collection of fees which was 
badly needed in cleaning up other areas. 

Mr. ANperRsEN. Do you have a chart which illustrates that problem? 

Mr. Curr. Yes, sir. 

Mr. ANDERSEN. I wonder if it could be inserted in the record. 

Mr. Curr. I would be glad to do so. 
(The material referred to is as follows:) 








Forest CHARGE AREAS 1949-52 





NATIONAL 


The Forest Service was requested by some members of the Senate and House 
Appropriations Committees to experiment with charges at some of the larger 
national forest recreation areas. Since 1949 the Forest Service has done this. 
The reeord of charge areas is as follows: 


FOREST SERVICE-OPERATED CHARGE AREAS 








Number Number of Total re- Total ex- 


of areas visits ceipts pense Profit or loss 








CONCESSIONER-OPERATED CHARGE AREAS 


1949 121 | 

1950 30 404, 626 $29, 181 $27, 614 +-$1, 567 
1951 22 329, 745 | 53, 742 44, 785 +8, 957 
1952 36 478, 420 79, 322 67, 050 +12, 272 







and expenses in 1949. 





1 No record was made of visits, receipts, 


At all Forest Service-operated areas and at most concessioner-operated areas the 
charge has been 50 cents per day per car-party of 6 for camping, and from 25 cents 
to 50 cents per day per car-party of 6 for picnicking. This charge is not sufficient 
to pay for the cost of current cleanup, maintenance, and supervision at the area. 

At. a few large recreation areas in the eastern national forests concesssioners 
have been authorized to charge 20 cents and 2 25 cents per adult per day and 15 
cents per day for children. 

Mr. Horan. Is it not true that you are able to use some of your 
personnel during the offseason to do some of this work in sanitation 
and reconstruction of camp facilities? 

Mr. Curr. That is true, but the big part of the job comes during 
the fire season. The peak of the recreational load is during the summer 
months when the weather is favorable. When we keep fire guards on 
duty doing maintenance before or after the fire season, we have to pay 
them out of special funds, and that is what some of this money is used 
for. J have a series of charts which illustrates this problem. This 
chart shows the very rapid increase in recreational use of national 
forests from 1925 to the present. It was at a low during the war, and 
since that time it has increased very rapidly. This past year we had 
33 million recreational visits. In 1951 we had 30 million. 

Mr. Hunter. How do you define a visit? 
30505—53—pt. 3 
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Mr. Cuirr. A visit is a one-time trip to the national forest by one 
person. 

Mr. Wuirren. Could I inject something that might be of some 
assistance in further questioning? 

Mr, ANDERSEN. Certainly. 

Mr. Wurrten. We have had pending for the last several years 
before the Legislative Committee on Agriculture, several measures 
related to this matter. One of them provides for setting aside 10 
percent of the national forest receipts for the use of recreation areas. 
I am frank to say that the attention and care given to these areas and 
the money spent to make them really useful for the public by the 
Forest Service is nothing as compared with what the Park Service 
does for the same thing in the national parks. It is largely because of 
the pressure for the Federal tax dollar, and the Congress has not seen 
how it could increase funds for forest areas. 

It is my thought that 10 percent is too great an amount. Further, 
this committee does not care to see C ongress give up the opportunity 
to review these expenditures annually. It is my thought that the 
answer is to adopt legislation setting aside a reasonable percentage of 
the receipts for use when appropriated annually by the Congress. 

It is true that it is money that othe rwise would go into the Treasury; 
but it would be spent in line with the Congress’ action each year. In 
connection with that, I would like to have the view of these witnesses. 
What is your thought, Mr. Cliff? 

Mr. Anpersen. Also, Mr. Whitten, I wish they would discuss the 
possibility of something along the line of a license, while answering 
the question. 

Mr. Curr. There is no question but that additional funds are badly 
needed for sanitation and care of the recreation areas in the national 
forests. The manner in which that money is obtained is a matter for 
Congress to decide. What we would like to present here is the urgency 
of the problem. I do not think the Department has submitted a 
report on the Baker bill. That bill embodies a basic question on 
appropriations, the method of appropriations, as Mr. Whitten pointed 
out. So far as I know, the Secretary has not taken a final position on 
that, is that correct, Mr. McArdle? 

Mr. McAropte. | believe a report has been made to the House 
Committee on Agriculture. 

Mr. AnpERSEN. I might say I think it is poor business to adopt 
legislation which would automatically appropriate money without 
having it come before the Congress for a review each year. That is 
what the Baker bill proposes, and I think it is a dangerous precedent. 
The Congress has always been in opposition to that kind of a measure. 

Mr. Larrp. I would like to point out, you stated that the Congress 
had been historically opposed to that sort of procedure. I think 
more so the executive branch of the Government has been opposed 
to that type of procedure and the history of the action of the executive 
branch of the Government on that kind of proposal has always been 
adverse. If the advocates of the Baker bill are serious about this 
proposition, the only way it should be done is by direct appropriation. 
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If all the emphasis in the 83d Congress is placed on a bill to segregate 
funds, we may end up at the end of this session without any real prog- 
Tess 


Mr. ANDERSEN. Continue, Mr. Cliff. 


ALLOTMENTS AVAILABLE 


Mr. Curr. This chart shows the allotments that have been avail- 
able for sanitation, care, and maintenance of recreational facilities 
in national forests. The black bars show maintenance funds which 
come from the maintenance item in the budget. The white part of 
the bar represents the funds which are for cleanup, sanitation, care, 
policing, and administration of the areas. You will notice that in 
1947, following the war, we received a rather substantial increase for 
this work to rehabilitate those facilities that deteriorated during the 
war period when no maintenance was done at all. Since that time, 
the funds available has been on an even keel at about $1,200,000 
total. Contrasted to this chart, showing recreational use, you can 
see the funds available have not kept pace with the great increase 
in recreational use. These improvements are getting older all the time. 
Most of them were built during the early days. A lot of them are 
wooden structures. They are falling to pieces pretty fast. The 
increased use also creates serious saubieass of sanitation. The Public 
Health Service has examined a number of areas and called our atten- 
tion to hazardous health conditions. Local public health authorities 
have made similar observations in some areas where they are working 
with us. We are really in a bad way, and something is going to have 
to give soon. We could close down some of the areas, which is not 
practical because if we do, people move out into the forests and camp 
all over where there are no fire protection or sanitation facilities. 

Mr. Hunver. That leads to a greater fire hazard and loss of timber. 

Mr. Curr. That is correct. They moved out into undeveloped 
areas in the few instances where we closed these campgrounds down 
because of bad sanitary conditions. 

Mr. Hunter. Would it be possible on the first chart to break that 
down by national forests? 

Mr. Curr. We would be glad to do that. We have 153 national 
forests. Would it be satisfactory to show the recreation use by re- 
gions? 

Mr. Hunter. By regions would be satisfactory 

(The material referred to is as follows:) 
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COST OF BRINGING RECREATIONAL FACILITIES UP TO STANDARD 


Mr. Hunter. Now, how much money would be needed to bring 
these forest recre ational facilities up to standard, both from the stand- 
point of construc tion and also ope ration and maintenance? I under- 
stand that the $890,000 which is the budget estimate submitted here 
is entirely for operation and maintenance. There is no money budg- 
eted for construction. 

Mr. Curr. That is correct. The $890,000 is for sanitation, clean- 
ip, and administration. We have an additional fund available for 
maintenance which appears in our improvement maintenance item. 
[hat amounted to about $570,000 last year. 

Mr. Hunrer. What would you estimate the cost of bringing 
existing areas up to satisfactory standard? 

Mr. Curr. Mr. Hunter, starting about 2 years ago we made ¢ 
comprehensive survey of our areas and our problems all over the 
United States to try to get at that question. That survey shows that 
we have 4,700 improved areas in the national forests. To do the 
necessary work for protection of public health and the protection 
of forests against fire, funds annually needed for sanitation, cleanup, 
garbage disposal, and supervision of 4,700 areas, amounts to $1,071,- 
000. Funds needed for maintenance of the improvements, to main- 
tain them at the present level, would require an additional $1,197,000, 
or a total of $2,268,000. This is for on-the-ground work only and 
does not include any allowance for necessary overhead. 

Mr. Hunter. What would you estimate the cost of the expansion 
and development of new areas to meet present demands, and what 
would the cost of operation and maintenance of such facilities come to? 

Mr. Curr. The facilities we have now are completely inadequate 
to take care of the 33 million visits we are getting. They are geared 
to take care of about half that number. Additional capital invest- 
ments needed to provide satisfactory facilities for sanitation, public 
health and safety, and rehabilitate all essential existing public use 
areas, would total about $7 million. Capital investment needed to 
expand the capacity, totaling about $17 million, and the total addi- 
tional capital investment needed to meet the problem would be about 
$24 million. That could be done over a period of vears. 

Mr. Hunter. How long do you think it would take to do that in an 
economical and proper manner, taking into consideration the avail- 
ability of satisfactory personnel and construction materials? 

Mr. Currr. I think that could be programed over a period of 5 to 
10 years. It would be a reasonable program. ‘The first thing to be 
done is to take care of the critical public health, cleanup, ga arbage- 
disposal job, and do the most necessary maintenance of the areas we 
now have. After that need is met I think we should try to get this 
other development work accomplished in not less than 5 and not more 
than 10 years. 

Mr. Hunter. If you were given funds to do this job, do you have 
specific authority to carry it out? 

Mr. Curr. Yes; I do not think there is any question about the 
legal authority to do it. 

The problem is one of money and not of legal authority to do it. 
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INADEQUACY OF RECREATIONAL FACILITIES 


Mr. Hunter. It is apparent from your testimony that the facilities 
for recreational use in national forests are very inadequate. Not only 
are the facilities inadequate, but the maintenance and operation is also 
inadequate. I would like very much for you to place in the record a 
plan of action for the next 5 years, including estimates of necessary 
funds, to adequately take care of recreation requirements in the 
national forests. 

Mr. Curr. I would be very glad to do so, Mr. Hunter. 

(The information requested is as follows:) 
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PLAN or Action, Fiscau YEAR 1954 THorovuGcs 1958, ror OPERATION, MaIn?re- 
NANCE, REHABILITATION, AND EXPANSION OF NATIONAL Forest Pupyy 
Use AREAS 


TaRLe A.—Annual requirements for operation and maintenance of ex 
recreation areas and facilities 


Funds needed for sanitation, cleanup, garbage disposal, fire 
prevention, and supervision at existing recreation areas___- 

B. Funds needed for maintenance of improvements and facilities at 

existing recreation areas__-- -- tins 1, 197, 000 


$1, 071, 000 


Total annual requirements. ; : 2, 268, 00 


Additional capital investments needed for recreation area improve 
and facilities 


195 1956 


» satis- 

nitation, 

id publi 

| essential 

ireas and 

ind sanitary 
$3, 000, 000 ‘$4, 169, 000 

pand the 
rea nd 


iS neces 


$5, 000, 000 |$6, 135, 000 ($6, 000, 000 


3. 000, 000 4, 169, 000 5, 009, 000 | 6, 135. 000 | 6, 000, 000 


NOTES ON TABLI 4 AND TABLE B 


lable A: The annual requirements shown are for sanitation, cleanup, garbag: 


disposal, fire protection and maintenance of improvements and facilities at the 
1,700 existing recreation areas which received 16 million visits in 1952. Genera 
supervision, planning, and administration of the whole recreation use job on th 
national forests, which received a total of 33 million visits in 1952, will require 
an additional $500,000 annually 

Table B: The program proposed for 5 years could be advantageously extend 
to 8 or 10 years, thus decreasing the funds needed for capital investment eacl 
year. Extending the program would enable the Forest Service to plan th 
construction work more efficiently and would produce less impact on the present 
fully emploved labor market 

\s additional recreation areas and facilities are added under this expansio 
program to accommodate present use and relieve overcrowding, there will be a 
gradual increase in cleanup and maintenance costs. It is estimated that wher 


the program has been completed the total annual cost of the whole recreatio1 


job will be $3,200,000. Thereafter the annual cost of this work will depend 
on the volume of public use. If public use continues to increase the 


al costs will probably increase in proportion 
RECREATION LICENSE FEE 


Earlier in the hearing, Chairman Anderson asked us to comment on the pro- 
posal that a license fee be charged for recreation use on the national forests. 

The Forest Service has considered the possibility of charging a general recrea- 
tion-use license fee, which would be required of all persons using national-forest 
land for purposes. This general idea was embodied in H. R. 7000, 
82d Congress, which was referred to the Committee on Agriculture. 

We are of the opinion that a recreation-use license for use of national-forest land 
or improvements is not a practical solution of the problem. Recreation use on 
the national forests has traditionally been free and the public would strongly 
oppose a license fee. At the hearings on H. R. 7000 last year many individuals 
and organizations expressed strong disapproval. The experimental-charge areas 
are not comparable to the license because people have a choice—they can go to a 
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harge area and get a little more in cleanup and facilities or they can go to nearby 
free areas. The license would have to apply to all areas. 

Also, it would be very difficult to check on recreation-use licenses since the na- 

ynal forests have literally thousands of entrances and there are 4,700 recreation 
areas and countless roadside and streamside spots which can be used for camping 
or picnicking. 

Application of the recreation-use license proposal would create another big 
enforcement problem. Forest rangers have never been police officers—they have 

en workers who cooperate with local people. It would be undesirable to make 
police officers of men who have full-time administrative jobs already. Hiring 
special guards would be very expensive. And last, but not least, violators would 
have to be brought before a Federal court—an expensive and unwarranted 

easure for people who failed to buy a license. The adverse public reaction 
would be great. 

Mr. McArpueg. I would like to add comment on sanitation and 
are of campgrounds. The item we are considering now does pro- 
vide for an increase, and you will notice it is one of the few places 
where, although we are attempting to economize, an increase is 
asked. It is almost a desperation request. It is to handle a situa- 
tion that is daily becoming more and more serious. Many of these 
national forest campgrounds are overwhelmed with people; sanitation 
is getting or has gotten out of hand; city water supplies are being 
affected; garbage disposal has gotten completely beyond us. This is 
not enough money to do the job. It is not enough to do an adequate 
job that would prevent State and health authorities from wanting to 
close still more areas. You had one, Mr. Hunter, in your own State, 
the Bass Lake Campground. It was built for a maximum capacity 
of 800 people and now is getting 8,000 people. It is an untenable 
situation. 

Mr. AnpERSEN. The fact remains that, when we come to some- 
thing that threatens the health of the people, wherever they might be, 
Congress always becomes very much interested. This is one of 
these situations? 

Mr. McArp ie. Yes, sir. 

Mr. ANDERSEN. I notice you intend to reduce $147,500 by con- 
solidating field offices. Do you have any comments relative to that? 

Mr. Curr. It is our plan to attempt to streamline our activities 
by consolidation of about 7 national forests in approximately 7 regions. 
By those combinations we expect to be able to effect savings of the 
amount that you indicated. 


PROPOSED REDUCTION IN REFORESTATION AND REVEGETATION 


Mr. ANDERSEN. What is the situation relative to the proposed 
decrease of $249,500 in reforestation? 

Mr. McArpue. Let me answer that. Over the vears, we have 
tried to operate the Forest Service just as economically as we could. 
We made studies of our job loads, tried to adjust personnel to fit the 
job loads so some people would not be overwhelmed and others would 
not have less than a full load. We went into the analysis of this budget 
this year with a great deal of thoroughness, with more careful con- 
sideration, if that is possible, than we had done in a number of years 
past. We simply had to face the fact that there was not much use 
in making a little shaving here or a little paring there. We were 
down about as far as we could go. 
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[t means something has got to be cut out, some whole activity cyt 
out. There was not any place to make a cut except on one of these 
activities. On fires, we could say we would go to every third fire or 
every fifth fire, but that does not make any sense. We could clean 
up campgrounds once a month or once a season instead of once a 
week. That would not work either. We could, however, not plant 
trees, much as we need to plant trees. The trees are in the nursery 
We can leave them there. The same thing is true of range vegetation 
We want to get our ranges in better shape; the job needs doing but 
unlike fire fighting, it is something that can be postponed if that is 
necessary. 
BREAKDOWN OF REVISED ESTIMATES 


Mr. Wuirren. Could I interrupt there? I would like to ask that 
the revised table be included in the record at this point in connection 
with further questions and testimony on this subject. 

Mr. ANDERSEN. It is so ordered. 

The material referred to follows:) 


Salaries and expenses 


National- 
forest pro- 

tection and 
manage- 


ment | 


Fighting Forest re- 
forest fires search 


Base for 1954 $29, 919, 361 | $6,000,000 | $5, 402,300 | $41, 321, 6 
Original budget estimate, 195 31, 253, 700 6, 000, 000 5, 562,300 | 42, 816, 000 
Increase in original budget estimate it 1, 334, 339 +160, 000 | +1, 494, 339 
Base for 1954 29, 919, 361 3, 000,000 | 5, 402,300 | 41, 321, 661 
Revised budget estimate, 1954 29, 820, 700 000, 000 | 5, 429, 300 41, 250, 000 


Change, revised budget estimate compared with ! | 
base 98, 661 +27, 000 | —71, 661 


Project statement 


1954 1954 Change from 
1953, esti- original | revised | 1954 original 
mated budget budget | budget esti 
estimate estimate | mate 


Project 


1. National forest protection and management | 
a) Resource protection and use $27. 686, 795 |$28, 562, 700 | $28, 056, 795 | — $5085, 905 
1) Timber resource management 6, 080, 000 , 455, 000 6, 420, 000 | —35, 000 
2) Range resource management } 1,020,000 | 2,020,000 | 1,012, 500 —7, 500 
3) Wildlife resource management | 160, 000 0, 000 160, 000 
4) Water resource management | 80, 000 000 80, 000 | 
Sanitation and care of public camp- | 
grounds 690, 000 940, 000 890, 000 | 
(6) Management of other land uses 710, 000 , 000 702, 500 | 
7) Maintenance of improvements 2, 700, 000 , 700, 000 | 2, 700, 000 
8) Forest fire protection | 8, 276, 795 , 527, 700 , 247, 205 | 
(9) Construction of improvements 280, 000 280, 000 272, 000 | 
(10) Forest rangers, forest supervisors, | 
and other employees engaged in over- | 
all operation and protection 7, 690, 000 7, 690, 000 , 572, 500 | —117, 500 
oan od 


5b) Resource development ; --.| 1,860,000 910,000 | 1,475, 500 | — 434, 500 
= ES EEEEE 

(1) Reforestation 110,000 | 1,110,000°} —- 860, 500 —?49, 500 

(2) Range revegetation 750, 000 300, 000 615, 000 — 185, 000 


(c) Additional measures to accelerate flood | 
prevention ; 2, 566 
Subtotal -| 29,919,361 | 31, 253, 700 | 700 | + —1, 433, 000 


2. Fighting forest fires .| 6,000, 000 6, 000, 000 6, 000, 000 | 
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Project statement—Continued 


1954 1954 Change from 
Project | 19538, esti- | original revised 1954 original 
mated | budget | budget budget esti- 

} estimate | estimate mate 


est research: 
Forest and range management investiga- | 
tions | $3, 255,134 | $3, 330, 1: $3 — $40, 000 


(1) Experimental forests and ranges 3, 122,030 | 3 ; 3, 157, —15, 000 
(2) Fire control investigations 133, 104 5 33 — 25, 000 


Forest products investigations , 231,3 , 281,318 | 1, 31,318 — 50, 000 


(1) Forest Products Laboratory 
Conditioning and protection of 
wood products 
Properties investigations and wood 
products development 
Pulp and paper 
Chemically converted and derived 
products investigation 9, 
(2) Forest utilization service 3, 175 7 76, 17% — 50, 000 


c) Forest resources investigations 915, § 7, —8, 000 


(1) Forest survey 
(2) Economic investigations 99, 875 in 5 ‘ 5 —8, 000 
Additional measures to accelerate flood pre- 
vention 3: 35, 000 


Forest research subtotal 5, 402, 300 5, ! 5 , ~—133, 000 


Total available or estimate , 321, 661 2, i, 250, —1, 566, 000 
fer in 1954 estimates from | 
“Salaries and expenses, Office of Administrator, 
ricultural Research Administration”’ —2, 300 
“Flood prevention, Agriculture” 372, 566 


iction pursuant to sec. 411 +3, 205 


tal appropriation 40, 950, 000 


EXPLANATION OF PROPOSED ReEepuctTions BELOW ORIGINAL BupGET EstIMarTe, 
1954 


The proposed reduction of $1,566,000 in this item below the original budget 
estimate consists of the following: 

1) A decrease of $505,905 for ““Resource protection and use’’ as follows: 

(a) Decrease of $15,000 resulting from a reduction of national forest personnel 
and related expenditures because of pending proposals for consolidations of 
field headquarters offices and a reduction of $20,000 in the increase in the original 
budget for timber sale administration. 

b) Decrease of $7,500 in range resource management resulting from a reduction 
of national forest personnel and related expenditures by consolidations of field 
eadquarters offices. 

(c) Reduction of $50,000 in the original increase for remedying unsatisfactory 
sanitary conditions on public campgrounds in national forests. 

(d) Decrease of $7,500 in management of other land uses resulting from a 
reduction of national forest personnel and related expenditures by consolidations 
of field headquarters offices. 

(e) Elimination of original increase of $250,905 for strengthening the prevention, 
detection, and initial attack phases of fire control and a decrease of $29,500, 
involving adjustments in the operation of a remount station and warehouse 
facility in the northern Rocky Mountain region. 

(f) Reduction of $8,000 below amount available in 1953 for construction of 
improvements. 

(g) Decrease of $117,500 in ‘Forest supervisors and other employees engaged 
in overall operation and protection” resulting from a reduction of national 
forest personnel and related expenditures by consolidations of field headquarters 
offices. 

(2) A decrease of $434,500 for ‘‘Resource development”’ as follows: 

(a) A decrease of $249,500, below amount available in 1953, in reforestation of 
denuded areas by curtailing the number of acres to be planted. 
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(b) A decrease of $135,000, below amount available in 1953, in revegetation 
depleted forest ranges by curtailing the acreage to be planted. 

(3) Decrease of $492,905 in the activity ‘“‘ Additional land treatment and fores: 
practices measures”’ in selected watershed areas to accelerate flood preventio; 
resulting from the elimination of all new projects originally proposed for initiati 
and by curtailing fire-control activities including some of the fire-protectio: 
provements and tree planting for erosion control, on going watershed projects 

(4) A decrease of $133,000 for ‘“‘ Forest research’’ as follows: 

(a) A deerease of $25,000 in the increase of $75,000 in the original budget 
strengthening research in forest, range, and watershed management in prob 
areas where need is urgent, and a decrease of $15,000 resulting from a reduction of 
supervisory personnel and related expenditures by consolidations of field wor! 

(6) Elimination of original increase of $50,000 for the establishment of forest- 
utilization units in the Lake States and Rocky Mountain areas. 

(c) Reduction of $8,000 below amount available in 1953 for economic investi 
tions. 

d) Elimination of the original increase of $35,000 for ‘‘ Additional measures + 
accelerate flood prevention.’ It is not now planned to initiate flood-preventio: 
works of improvement in the upper South Platte watershed in 1954. Hen 
investigations planned to furnish a factual basis for installation of such works 
improvement are also eliminated from the 1954 budget. 


Forest roads and trails 
Base for 1954 S 158 
Original budget estimate, 1954 , 267. 000 


Increase in original budget estimate ; { 042 


Base for 1954 11, 071, 958 
Revised budget estimate, 1954 , ee 21, 021, 000 


Increase, revised budget estimate compared with base +9, 949, 042 


Project statement (reflecting available funds) 


| 
1954 1954 Change fro 
Project | 1953 (esti- original revised | 1954 original 
; | mated) budget | budget |} budget esti 
estimate | estimate mate 


1. Construction of roads and trails | $4,732,956 | $4,100,000 | $14,099,042 | +$9, 999, 042 
2. Maintenance of roads and trails 7, 197, 000 6, 900, 000 | 6, 900, 000 | 
Additional measures to accelerate flood pre- | 

vention 71, 958 | 267, 21, 958 — 245, 042 


Total available or estimate 12, 001, 914 11, 267, 000 21, 021, 000 +9, 754 
Prior year balance availabk | 956 | 
rransfer in 1954 estimates from “‘ Flood preven- 
tion, Agriculture” < P a —71, 958 


Total appropriation... a 11, 000, 000 





EXPLANATION OF PROPOSED NET INCREASE OVER ORIGINAL BUDGET ESTIMATE, 1954 

The proposed increase of $9,754,000 in this item above the original budget 
estimate consists of the following: 

(1) An inerease of $9.999,042 for the construction of timber access roads in 
order to permit removal of insect-infested and insect-killed trees. 

(2) A decrease of $245,042 under the project, ‘‘Additional measures to accel- 
erate flood prevention,’’ due to eliminating the increase of $195,042 originally 
estimated for construction of road and trail projects in selected watersheds not 
authorized under flood-control acts, and curtailing work in the existing watershed 
projects. 
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Acquisition of lands for national forests, Weeks Act 
ase for 1954- = ww 
cinal budget estimate, 1954 


Increase in original budget estimate 


race for 1954-—- cA aa 
Revised budget estimate, 1954 


is hoe 75, 000 


Decrease, revised budget estimate compared with base-- _-__ — 75, 000 


Project statement 


1954 1954 Change from 
. 1943, esti- original revised 1954 original 
> a | . 
Project mated | budget | budget | budget esti 
estimate estimate mate 


tion of lands for national forests... - ‘ 75, 000 $75, 000 1 $75, 000 


snation of proposed reduction below original budget estimate, 1954: A decrease of $75,000, eliminating 
tion of land under this act during fiscal year 1954. 


Acquisition of lands from national forest receipts 


Base for 1954 ‘ ih att Pe ; : $141, 680 
Original budget estimate, 1954_ — —- . ; 141, 680 


Increase in original budget estimate 


Base for 1954 Ae cea 141, 680 
Revised budget estimate, 1954 


Decrease, revised budget estimate compared with base 141, 680 


Project statement 


1954 1954 Change from 
‘ 1953, esti- original revised 1954 original 
-roiect , _— 
Protec mated budget budget budget esti- 
| estimate | estimate | mate 


Uinta and Wasatch National Forests (Utah only). $39, 830 $39, 830 — $39, 
Cache National Forest (Utah only) 10, 000 10, 000 10, 
San Bernardino-Cleveland National Forests 

Riverside County, Calif., only) 22, 000 | 22, 000 22, 
Nevada-Toiyabe National Forests (Nevada 10, 000 10, 000 —10 
Angeles National Forest (California) | 20, 000 | 20, 000 — 20, 
Cleveland National Forest (San Diego County, 

Calif., only). 5, 000 5, 000 —5§ 
equoia National Forest (California) -.. 34, 850 34, 850 34 


Total appropriation or estimate. __- 141, 680 | 141, 680 —1 141, 


Explanation of proposed reduction below original budget estimate, 1954: A decrease of $141,680, elimi- 


ting acquisition of land under this act during fiscal year 1954. 


State and private forestry cooperation 
Base for 1954___- VEE Bee Gk " $10, 864, 484 
Original budget estimate, 1954_ - 10, 978, 000 


Increase in original budget estimate +113, 516 


Base for 1954- __ $5& dé _. 10, 864, 484 
Revised budget estimate, 1954_-.-._-- ‘ ; . 10, 764, 000 


Decrease, revised budget estimate compared with base : — 100, 484 
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Project statement 


1954 1954 ' Char 

1953, esti- original revised 1954 
mated budget budget budget 

estimate estimate 0 


Cooperation in forest-fire control $9, 449, 500 | $9, 449, 500 | $9, 449, 500 | 
Cooperation in forest-tree planting 447, 061 447, 061 447, 000 
Cooperation in forest management and processing 633, 904 633, 904 633, 800 
Cooperation in farm forestry extension 107, 543 107, 835 88, 000 

5. General forestry assistance 154, 700 154, 700 129, 700 

6. Additiona] measures to accelerate flood prevention 71, 776 185, 000 16, 000 


Total available or estimate 10, 864, 484 | 10,978,000 | 10, 764, 000 


Transfer in 1954 estimates from ‘Flood prevention, 
Agriculture’”’ 
Reduction pursuant to sec. 412 


71, 776 
+292 


lr otal appropriation aiangentgreet 10, 793, 000 | 


EXPLANATION OF PROPOSED REDUCTIONS BELOW ORIGINAL BUDGET ESTIMATE 
The proposed reduction of $214,000 in this item below the original ‘bude 
estimate consists of the following: 

1) A decrease of $19,835 under the project “Cooperation in farm forest; 
extension” to be effected by eliminating the cost of leadership and supervisi: 
of this activity from this appropriation. Necessary supervision of the prograi 
in 1954 will be provided by the regular staff of the Federal Extension Servic: 
consultation with the Forest Service 

2) A decrease of $25,000 below amount available in 1953 in the project ‘Ger 
eral forestry assistance’? by elimination of the equivalent of 3 man-vears 
specialist services to the States, consulting forestry, industries, and the Depa 
ment of Defense 

3) A decrease of $169,000 in the project ‘‘Additional measures to accelerat 
flood prevention” by deferring the construction of certain cooperative fire-contt 
improvements in going flood-prevention projects and by postponing the initiat 
of work on 6 new flood-prevention projects 

1) Decrease of $165 to round off estimate. 

Mr. Horan. I would like to ask about this decrease. Referring to 
the $249,000, I would like to know the reasons why you feel this 
reduction in the Federal expenditure can be made. 

Reforestation is the foundation of our future in these areas, and | 
want to know if it is your opinion that private operations and privat: 
effort would enable the Federal Government to let down on the Fed 
eral activity in this regard, or what effect will the reduction: of th: 
Federal activity to the extent of a quarter of a million dollars have on 
the whole field of reforestation? 

Mr. McArp ue. It will have a serious effect. The funds availabl 
for these two purposes, reforestation and restoration of ranges, were 
already insufficient to do the kind of job that needs to be done, but 
we were trying to economize, to make some cut in funds, and this was 
about the only place we could do it without even more serious cons« 
quences. As I said, you could not walk away from fires or sanitation 
requirements and activities of that kind. If we are going to make 
savings, we felt that revegetation and reforestation is the best place 
to put it. 

Mr. Horan. In my opinion, we are pretty apt to be pennywise 
and pound-foolish. What is our access road program for fiseal 1954? 

Mr. LovertpGe. This bill includes funds for access roads. That 
will be brought up when we talk about roads. 

Mr. Horan. We are stepping up our access-road program. In 
doing so, I think we will be able to do selective logging where we have 
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pests and beetles, in thick forests where there is also a flood-control 
measure, because under certain circumstances, where your forest 
needs to be thinned out, you get better wate shed use by thinning out 
the forest, because, believe it or not, snows can stay up in the top 
branches and, if you have a quick runoff, it is dangerous. We are 
roing to step up our block cutting where that is indicated, and there 
vou have to reforest and you have to make that a part of the operation. 
What I am getting at is this: We are placing emphasis now on up- 
stream detention of water either by dams or by range improvement or 
by better forestry practices. It is something that is more important 

9 people than we sometimes think. Having made that statement, 
vou said it was serious. What we are doing in making this cut? How 
serious is it? . 

Mr. Curr. May I answer that question? We have 4 million acres 
of land, forest land, in the national forests, that need planting. Some 
of that land is land acquired in a depleted condition which has not 
yet been planted. Some of it is land that has been burned and needs 
to be planted. During the past few years we have been planting at 
the rate of about 19,000 acres a year with the funds that are provided 
in this appropriation. This is a slow rate, but it is making some 
contribution. As a matter of fact, our total tree planting to date has 
been about 1,445,000 acres. There are 4 million yet to plant. We 
have lost through fire, during the oe of this planting program, 
about 14% million acres. We are barely holding our own. This reduc- 
tion in this item would not mean a material decrease in planting 
during the next year. The nursery stock is available. The investment 
has already been made in the nursery stock. The further expense 
would be for lifting it and planting it. We would have to restrict our 
activities in plantation care; that is, taking care of the plantings we 
have already made. It would hold our plant-improvement, nursery 
improvement, to a bare minimum. The acres planted should not be 
materially lower in 1953. The big reduction, however, will come in 
subseque nt years, because we will have to curtail our nursery produc - 
tion in fiseal 1954 to fit the appropriations that are available. The 
big reduction in the area planted would come in the seasons of 1954 
and 1955. 

THE 1952 FIRE SEASON 


Mr. Horan. You had a very dry vear in the forests last year, yet 

re damage was pretty low; is that not true? 

Mr. Curr. We had a fairly favorable fire season during the summer 
months, but we had an exceedingly dry fall season, one of the worst on 
record, and we had a great de al of trouble in the national forests and 
private lands during the fall months. We had more fires last year 
than we had the preceding year. On the national forests there were 
11,955 fires in 1952 compared with 10,373 the preceding year. The 
area burned was less—216,281 acres in 1952 compared with 386,267 in 
1951. We were able to make a reasonably good fire record this past 
fire season, but it was exceedingly bad during the fire season in 1951. 
That year we lost a billion feet of timber and damages totaled $20 
million. 

Mr. Horan. I appreciate that. This subcommittee has always 
been very favorable to increasing those activities which might result 
in the reduction in the cost of fighting forest fires. We hope our new 
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smokejumping program will make our forest protection more efficient 
That certainly is good business. We can make a saving by more 
efficient deployment of men going to guard and protect our forests 
I do not like to see a reduction in something I think is vital; and 
frankly, Mr. Chairman, if the action of the subcommittee is adverse. | 
will have to take reservation on this item. 


RESEARCH ON FORESTRY 





AND WATERSHED MANAGEMENT 


Mr. ANDERSEN. We have one more rather small item. I would 
like a litthe more information on research on forest and watershed 
improvement. What do you propose to do in that field next year? 

Mr. Harper. Your question has reference to the increase of $35,000, 
and you ask where we are going to use that? 

Mr. ANDERSEN. Yes; and how does that work differ from what is 
being done now? 

Mr Harper. I want to say just by way of 2 or 3 words of intro- 
duction, that the interest on the part of forest land owners and man- 
agers of forests continues very strong. I think this reflects a desire 
and a need to improve our forest practices. I want to say that the 
development of cooperative research, that is the teaming up of agen- 
cies on the local and State level with our Federal-research program, 
has grown rather rapidly over the last few years. We made a report 
to this subcommittee last year on that. 

As to the question of where will we use the increase, we have a 
number of problems that are rather urgent at this time, and we would 
like to use this increase to bolster those places where it will further 
the cooperative effort the most. In other words, it would be used 
along the same line of research as that on our experimental forest, 
and ranges which we are carrying on at the present time, but it will 
enable us to take on new and additional problems. 

For example, 1 mentioned to you a while ago that there is a big 
stepup in the program of planting on private land in the South. We 
have been doing some research on planting over the past 20 years in 
the South, and have laid a foundation for this progress, both in tree 
nursery and in planting practice, that permits mass production of 
nursery stock and the out-planting of young trees on the land. Some 
of our experiments, however, have disclosed some rather disconcert- 
ing results as to the quality of seed coming from different geographic 
sources with respect to the rate of tree growth that one gets. This 
has been of concern to the State forestry agencies and to the private 
landowners, because the main reason they want to plant trees is to 
increase the growth rate of timber. Some of our experiments show 
that if you were unfortunate enough to have gotten a wrong source of 
seed, that your growth was only half of what it would have been from 
the proper source. We are not able at the present time to say what 
is the proper source of seed. We have been going by a general rule, 
“Use local seed, do not use seed from a distant source.” In fact, 
when dealing with southern pines, apparently there are some locali- 
ties, even quite close to where you want to plant, that have a strain 

of trees that will not result in proper growth. 

We took this matter up with an advisory committee in the South, 
composed of representatives of all the agencies that do any forest 
research at all, and all the planting agencies and a great many timber- 
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and owners, to see what we could do about this problem. The 
pshot of it was that we arranged one of the biggest cooperative 
ed-source studies ever undertaken. About 300 cooperators from 
6 Southern States have agreed to collect seed and about 19 nurseries 

ave agreed to grow that seed. This will be done according to a 
letailed plan which was drawn up at our southern forest experimental 
station. In addition, 65 separate agencies and individuals have 
vreed to plant the experimental trees in different locations. We will 

atch the growth of these experimental plantations and correlate the 
srowth with the seed source. In a matter of 5 or 10 years, I think we 

| have a very good answer to this question of what is the proper 
red source for & given planting location. 

\t this same time we are faced with another problem, and this is 
ne of the problems for which we are asking the increase. There are 
bout 10 million acres in the South known as difficult planting sites. 
[hese occur in the scrub-oak areas extending from Florida to South 
Carolina. It includes some of the deep-sand areas. In addition to 
this 10 million acres, there are about 2 million acres of this type of land 
in New York and Pennsylvania. So far, the planting results on this 
type of land have been very poor. 

I have a photograph here which shows the nature of the problem. 
Here is the kind of tree survival that is quite typical on areas like 
that. I would say this planting was only about 10 percent successful. 
\find you, there has been quite a little tree planting attempted on 
this type of land, and it has all been poor insofar as plantation survival 
is concerned. 

This other photograph shows the character of the problem as we 
have found through our exploratory studies. Look at the maze of 
tangled roots just “below the surface of the ground. They are from 
brushy growth, scrub oak, and so forth. There is probably more 
wood underground than there is above, and the competition for soil 
moisture and nutrients is tremendous. It is awfully hard for a new 
tree seedling planted here to survive and grow. Yet this land is 
potentially good forest land, and that is why people in these areas 
want to plant it to timber trees. 

This is a photograph of a planted stand of trees only 9 years old. 
\ 4-H Club boy pulled all the scrub oak and other vegetation off of 
this area, and planted it to pines. That is an expensive way of pre- 
paring a planting site. But, once you get rid of the competition, look 
at what you can do. 

Mr. Wuirren. This is quite interesting. You might have some 
explanation of it. In the area across the middle of my district, the 
height above sea level is practically the same and the soil texture is 
much the same. Yet pines do not grow north of a certain line in 
the area. 

It was the old line between the Chickasaw and Choctaw Indians. 
You see pines to the south of the line, but north of it you do not. 

Mr. Harper. That is one of the problems we are working on. For 
example, take slash pine. You do not find natural stands of it west of 
the Mississippi River. Yet we are testing it there in plantations and 
so far it grows very well. We know from our past experience, and from 
x uropean experience, that sometimes trees will do well up to 20 to 25 
ears of age and then start going to pieces. We are watching this 
eature very closely. It is our opinion now that slash pine, which is 
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one of the rapid southern pine-growing trees, may do just as well j) 
some localities west of the Mississippi River as it has east. 

Mr. Wuirren. This is interesting to me, coming from that area 
Any timber that is fast-growing timber offers great opportunities fo; 
future needs. 

Mr. Harper. What we want to do is to find ways of either remoying 
that competition shown here or doing something to a plantable tree 
that will overcome the competition. Maybe fertilizer added at time 
of planting will help, maybe some special treatment of the tree to ciye 
it more of an oomph during the first 2 or 3 years of planting will he ‘Ip 

Mr. Horan. Have you tried control firing? 

Mr. Harper. That is how this got in that condition through re- 
peated burning. You could clear off what is on top by burning, but 
the roots send up new shoots, and so fire does not help much in a situa- 
tion like this. 

Mr. Horan. One of the foresters for the Indian Service showed me 
an experiment he had where he had gone out in October and had 
started a fire to thin out a thick patch of pines. It was an experiment. 
He did thin them out all right. I think he had done it for about $1.50 
an acre that way through his experimental work, and he estimated 
that if it was to be thinned out by hand, it would cost about $20 an 
acre, which is prohibitive, and I assume that is the type of research 
you are planning to embark on here. 

Mr. Harper. We will use all kinds of things in trying to solve this 
problem. We will use some fire. We do not think it has much 
possibility here on this particular problem. We will use heavy machin- 
ery and we will use poisons. It may be we can develop a poison that 
will kill not only the top, but also the ability of the tremendous root 
system of throwing up new growths. It would then be a relatively 
simple thing to get a new planted seedling to survive. There are a 
number of things. we will try. We have lined up considerable coopera- 
tion on this, but we have to have some additional research men to 
bolster up what we now have on these experiments to take advantage 
of that cooperation, and if we can do that, the total effort going into 
the solution of this is going to be stepped up a lot. 

Mr. ANpEeRSEN. Thank you very much, Mr. Harper. 

We will recess until 2 o’clock this afternoon. 


Forrest Roaps AND TRAILS 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 


Appropriation or estimate aa $13, 000, 000 $11, 000, 000 $11, 267, 000 
Prior year balance available . 3, 569, 420 929, 956 |... 

Reimbursements from non-Federal sources_---. wb oath ’ 30, 639 | 52, 000 | 52, 000 
Reimbursements from other accounts we 101, 179 | 148, 000 | 148, 000 


Total available for obligation i sas eaalilaed denna 16, 701, 238 12, ‘129, 956 | ara O08 
Balance available in subsequent year nseeuineinaaeuiate , 956 


Obligations incurred 5,771,282 | 12, 12, 956 | 11, 467, 000 
Comparative transfer from ‘Flood prevention, Agriculture’’. . 8, 717 . 58 | 


| 


Total obligations... - ncinindiaeal ; e 15, 834, 999 12, 201, 914 11, 467, 000 





Nore.— Reimbursements from non- Federal sources above are from rental of equipment and sale of equip- 
ment, supplies, and materials to non-Federal agencies which cooperate with the Forest Service in fire control 
ander terms of written cooperative agreements (16 U. 8. C, 580, 580a); and from proceeds of sales of personal 
property (40 U. 8. C. 481 (c)). 
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Description 


Direct Obligations 


Construction of roads and trails -- 
Maintenance of roads and trails 
4 ditional measures to accelerate flood prevention 
4 Obligations under reimbursements from non-Federal 


sources 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other Accounts 


Construction of roads and trails 
Maintenance of roads and trails 
Sale of supplies, materials, and equipment 


Total obligations payable out of reimbursements from 
other accounts.... 


Total obligations. 


Obligations by objects 


Object classification 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Average salaries and grades 
neral schedule grades 
Average Salary 
Average grade 
Crafts, protective, and custodial grades 
Average salary 
Average grade 
Ungraded positions: Average salary 


Personal service obligations 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


lotal personal service obligations -- 


Direct Obligations 
Personal] services... - 
rravel ° 
rransportation of things. 
Communication services --. 
Rents and utility services 
(6 Printing and reproduction. . 
07 Other contractual services ' 
Services performed by other agencies 
Supplies and materials 
09 Equipment. 
Lands and structures A 
Refunds, awards, and indemnitics. 
Taxes and assessments 


01 
02 
03 
04 


05 


OR 


Subtotal wine 
Deduct charges for quarters and subsistence 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 


)L Personal services 

02 Travel 

03 Transportation of things 
04 Communication services 
05 Rents and utility services 
07 Other contractual services 
08 Supplies and materials 

09 Equipment ; 
15 Taxes and assessments-- 


Total obligations payable out of reimbursements from 
other accounts _. 


Total obligations... ...- 


Obligations by activities 


Accounts | 


1952 actual 


30, 639 


15, 733, 820 


18, 251 
11, 069 
71, 859 


101, 179 


15, 834, 999 


1952 actual 


7.3 
3, 393 


, 966 | 
, 418 | 
4, 707 


53, 661 


15, 765, 446 
31, 626 


33, 820 


1953 estimate 


$4, 732, 956 
7, 197, 000 
71, 958 


52, 000 


12, 053, 914 


30, 200 
10, 000 
107, 800 


148, 000 
12, 201, 914 


1953 estimate 


$4, 


Gs 


579 


6.4 


$3, 991 
CPC-7.3 
$3, 405 


$4, 239, 893 
1, 6 

16, 

44, 


5, 982, 672 | 


5, 908, 165 
153, 000 
112, 900 
60, 937 

74, 420 
13, 250 
534, 411 
4,000 

2, 363, 227 
459, 108 

2, 370, 161 

785 


178 | 


34, 550 | 


12, 088, 914 
35, 000 


__ 12, 068, 914 


1954 estimate 


$4, 100, 000 
6, 900, 000 
267, 000 


52, 000 


, 319, 000 


30, 200 
10, 0 
107, 800 


148, 000 


11, 467, 000 


1954 estimate 


$4. 615 


GS-6.4 


$4, 001 
CPC-7.3 
$3, 407 


$3, 956, 471 
1, 602, 704 
15, 112 
41, 000 


5, 615, 287 
5, 540, 780 
140, 930 
103, 900 
56, 650 
69, 300 
12, 000 
547, 000 
3, 700 

2, 201, 750 
458, 890 
2, 185, 000 
700 

33, 400 


11, 354, 000 
35, 000 


_11, 319, 000 





, 867 
426 
244 

38 
3, 301 | 
709 


73 


101, 179 


15, 834, 999 | 


148, 000 
12, 201, 914 


74, 507 
1, 600 
400 


3, 300 
22, 400 
37, 983 


7, 700 
110 


148, 000 
11, 467, 000 
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Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estir 


Unliquidated obligations, start of year $2, 308, 894 $4, 423, 604 $4 
Obligations incurred during the year 15, 771, 282 12, 129, 956 | 11, 467, 


18, 080, 176 16, 553, 560 15, 820, 5 
Deduct | 
Reimbursable obligation 131, 818 200, 000 | 20 
Unliquidated obligations, end of yea 4, 423, 604 , 353, 560 | 
lotal expenditures 13, 524, 754 2, 000, 000 


Expenditures are distributed as follows 


Out of current authorizations §, 240, 000 
; 3 524. 754 _— 
Out of prior authorizations 13, 524, 754 3, 760, 000 


Mr. ANDERSEN. We will take up forest roads and trails, and we will 
insert at this point in the record pages 404 and 407 through 409 of the 
justification. 

(The material referred to is as follows:) 


Forest roads and trails 
Appropriation act, 1953 ; . $11, 000, 000 
Activities transferred in 1954 estimates from ‘‘Flood prevention, 
agriculture’ for measures contributing to flood prevention _ _ --- +71, 958 


Base for 1954 eo oe 11, 071, 958 
tevised budget estimate, 1954_- — _- ; 21, 021, 000 
Increase _ en +9, 949, 042 


NOTE Although an increase of $9,949,042 is requested for this item in 1954, it is estimated there will be an 
increase of only $9,019,086 on an available funds basis because of the availability of $929,956 prior year balance 
in the fiscal year 1953. 


SUMMARY OF INCREASES AND DECREASES, 1954 ON THE BASIS OF AVAILABLE FUNDS 


Increase for construction of timber access roads in order to permit 
removal of insect-infested and insect-killed trees__ -- + $9, 999, 042 
Decrease on an available funds basis in the regular forest roads and 
trails program because of balances carried over from 1952 into 
the fiscal year 1953: 
Construction of roads and trails__----.---- —632, 956 
Maintenance of roads and trails-_------ cx ag — 297, 000 
Decrease for construction and maintenance of forest roads and 
trails, including stabilization of roadsides, required for fire pro- 
tection and other purposes, contributing to flood prevention in 
selected watersheds — 50, 000 


Project statement (reflecting available funds) 


Project | mate) 
- = ' 


. Construction of roads and trails —_ y 4, 732,956 | +$9, 366, 086 $14, 099, 042 
2. Maintenance of roads and trails 555 | , 197, 000 | — 297, 000 6, 900, 000 
3. Additional measures to accelerate fiood 

prevention - - 33, 71, 958 — 50, 000 21, 958 


1953 (esti- | irae 1954 (revised 


decrease estimate) 


Total available or estimate 3, 1 914 | +9, 019, 086 21, 021, 000 
Prior year balance available j 5 | 
Balance available in subsequent year on 
Transfer in 1954 estimates from ‘Flood preven- 
tion, agriculture’’ - 
Total appropriation or estimate - -- -- 3, , 000 11, 000, 
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Stratus oF PROGRAM 


The following table summarizes the size of the transportation system of the 
tional forests, and the work done and obligations incurred under this appro- 


priation in the fiscal year 1952. 





a 


S . 


In addition to this appropriation there is avail- 
le for similar purposes pursuant to the act of March 4, 1913 (16 U. 


C, 501 


, 


10 percent of national forest receipts for use on roads and trails within the States 


! . 
om which such proceeds were derived. 


from these funds are also shown in the table. 


The work done and obligations ineurred 
The amount obligated for bridge 


struction and replacement from the ‘‘Forest roads and trails’’ appropriation 
was used to build 16 new bridges and replace 465 wornout and unsafe bridges. 


Similarily under 
and 147 replaced. 


for manv vears to come, 


“Roads and trails for States” 
Bridge replacement will continue to be a major item of work 
There are 7,604 temporary timber bridges remaining 


7 new 


bridges were constructed 


he forest road system which are rapidly wearing out and becoming unsafe 


r further use. 


tenance 

lotal of existing roads 
Maintained by others 
Maintained by Forest Service 

otal of existing trails 
Maintained by others 
Maintained by Forest Service 

Total, maintenance cost 

( truction 

Koad construction and reconstruction. 


rail construction and reconstruction 


Bridge construction and replacement é 


Total, construction cost 


Total obligations................- secudeseces 


Source of funds 


Prior-year balance available 
A ppropriated for fiscal year 1952 


Total available 
Balance available in subsequent year 


Amount obligated, fiseal year 1952 
ADDITIONAL 


MEASURES TO 


ACCELERATE 


Amount of obligations, 


fiscal year 1952 


Miles in 


system From forest 
roads and 
trails 
110, 383 
1, 718 
79, 665 $6, 177, 107 





1, 569, 448 


7, 746, 555 
{ Miles 320 
\Cost — $5, 460, 719 
f Miles 37 
\Cost $111, 041 
fNumber 481 
(Cost $2, 321, 149 | 


$7, 892, 909 


$15, 639, 464 | 


Forest roads 
and trails 


$3, 569, 420 
13, 000, 000 


16, 569, 420 
929, 956 


15, 639, 464 


FLOOD 


PREVENTION 






From roads 
and trails 


for States 


$709, 333 


196, 666 


905, 999 


$2, 157, 520 


77 
$121, 940 

154 
$722, 274 





$3, 001, 734 


$3, 907, 733 


Roads and 
trails for 
States 


$3, 382, 921 
5, 601, 387 


8, 984, 308 


5, 076, 575 


3, 907, 733 


In the flood prevention projects for the Santa Ynez acd Los Angeles River water- 
sheds in California, the construction of roads and trails for fire crews in the national 


forest areas is a necessary feature of the intensified fire protection program. 
g 


In 


fiscal year 1952, 33 miles of foot trails and 19 miles of trails for mechanized equip- 


ment were built. 
for these projects was half completed. 
to those referred to in preceding paragraphs. 


At the end of fiscal vear 1952 the installation of roads and trails 
These accomplishments are in addition 
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Status of development road and trail system as of June 30, 1952 


Development roads: 
Existing adequate j miles __ 63, 375 
Existing inadequate do-- 7, 008 
Nonexisting .do_. 


Total aes uL = 136 
Estimated cost to complete system_- -do-. $904, 000, 000 
Trails: 
Existing adequate- miles _ 92, 996 
Existing inadequate ae. - 26, 655 
Nonexisting oO. 5, 919 
Total : do_- 125, 570 
Estimated cost to complete svstem $12, 000. 000 
Total for improving exis*ing, inadequate, and nonexisting 
development roads and trails $916, 000, 000 
The estimated cost of road construction and reconstruction required to provid 
the roads needed to maintain timber cutting from the national forests at its pri 
ent level, and to build the additional roads required to increase the cutting t 
current sustained vield capacity within the next 5 years, is as follows: 


Miles 


vice construction 5, 500 $90, 000, 00K 
rvice assistance on timber sale operator construction 23, 000, 000 
by timber purchasers 9, 900 109, 000, 000 

by public road authorit 650 26, 500, 00K 
tion by private parties 650 7, 500, 004 


16, 700 256, 000, 00K 


Mr. Anprersen. Mr. McArdle, do you have a general statement to 
make at this point? 

Mr. McArpue. Mr. Cliff will handle this subject, Mr. Chairman. 

Mr. AnprErRSEN. Mr. Cliff, we will be glad to hear from you. 


GENERAL STATEMENT 


Mr. Curr. Mr. Chairman, the key to a good, sound forest-manage- 
ment program is a transportation system which will enable us to 
protect the forests from insect, diseases, and fire, and also to harvest 
the timber in an orderly way as it should be harvested. 

As I explained this morning, one of the bottlenecks that we have 
confronting us with respect to getting full economic utilization of our 
commercial timber stands in the national forests is lack of access 
roads in quite a large number of our larger working circles in the 
western United States. 

We also have access-road problems in some of the eastern national 
forests, but the bulk of the need is in the West. 

We have made a rather comprehensive study of this program during 
the past several years, working circle by working circle, on all of the 
national forests of the United States, 

In order to maintain the present rate of cut and increase the cut 
to the full allowable sustained yield capacity, our study shows that we 
should have a total of about 16,707 miles of access roads. 

Mr. Horan. Is that new roads? 

Mr. Cuirr. Yes, in the main, but includes some conversion of low 
standard fire roads to heavy duty timber roads. Of this amount, 
$90,000,000 should be expended by the Government on 5,500 miles of 
main line roads to open up the working circles. It is anticipated that 
the timber purchasers would finance the construction of about 9,800 
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miles of the system under the terms of timber sale contracts, and that 
their expenditure would total about $109 million. 

In order to get these timber operator roads built on good locations 
and to safeguard the public investment in the allowances that are 
made in the appraisals for timber operator constructed roads, the 
Government should spend about $22 million on surveys and plans 
and other assistance on roads constructed by the timber operators. 


ROAD-CONSTRUCTION COSTS 


Mr. ANDERSEN. What is your estimate of the cost of the 16,000 
new miles of access roads? 

\ir. Curr. The total cost would be $255 million, of which the 
roads Which should be constructed by the Government—that is 
the more costly main-haul roads which are needed to tap these 
bodies of timber—would be $90 million. The Government would 
have to spend an additional $22 million on surveys and plans and 
supplemental improvement on operator-built roads bringing the 
total Government expenditure up to about $112 million. The timber- 
sale operators could reasonably be expected to spend $109 million. 
Local government agencies and other cooperators would spend 
about $34 million on roads which would provide access to national- 
forest timber. 

That is the general picture of roads which are needed to bring the 

it in national-forest working circles up to full capacity. These 
roads would be self- liquidating in that they would enable us to 
nerease the cut substantially and over a period of years, possibly 10 
to 20 years, the increased stumpage returns from the timber which 
would be harvested over these roads would more than pay for the 
roads. I would like also to make it clear that where the timber 
operators build the roads the Government is paying for them anyway. 
Because we make an allowance in the appraisals for the cost of timber- 
operator roads and we get that much less for the timber. Where the 
Government builds the road, we get higher prices for the timber. 

The reason for planning a combined program of timber operator 
construction roads and Government constructed roads is that we 
need to take advantage of the road-building facilities of the operators. 
At the same time, we need to open up these bigger bodies of timber 
so that more operators have an opportunity to bid on them. Some of 
these main-haul roads which are needed to open up these inaccessible 
blocks of. timber are rather expensive, and only a few of the better 
financed timber operators can afford to bid on the large sales it would 
be necessary to make in order to enable the operator to finance the 
road construction, 

Mr. AnpgersEN. I understand that some of these roads in the most 
difficult areas in the forest regions cost more than $50,000 a mile. 

Mr. Cuirr. Some of them cost that much or more. On the average 
it would be less than that. Under this program I am speaking, our 
average cost for the main-haul Government-constructed roads would 
be about $16,000 a mile. 

Mr. ANDERSEN. Would it not be wise to build the least expensive 
ones first? 

Mr. Curr. We have to take into consideration the amount of 
timber which the investment would open up. Sometimes the building 
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of one of the more expensive roads will open up more timber Der 
dollar spent than would one of the less expensive roads. , 

Mr. ANpERSEN. Yes, ] Suppose you would have to estimate jt o, 
the basis of the dollars that you get out of it in return. 

Mr. Curr. Yes. 

Mr. ANDERSEN. Go ahead with your statement. 

Mr. Curr. I brought over a relief map which | thought would }, 
useful in explaining this access road need to the committee 

This relief map is a representative example of a working cire|; 
the western United States. ] am giving you a hypothetical casi 
but it illustrates the point I am trying to make. This map represents 
an area of about 288,000 acres. It is a working circle and it consist: 
of a topographic unit. The productive area is about one-fourth of 
a million acres. The existing volume is 5 billion board feet of tim}, 
The annual allowable cut is 500 million board feet per year. 

At this time this area is not developed by roads except for som 
ridge-top roads that were constructed for fire-protection purposes 
Those are not usable for timber hauling because they are located along 
the tops of ridges rather than following along lines where they coulk 
be used for timber hauling. 

Development of this area wil] require construction of 175 miles of 
roads. Now, we have two choices, and this is rather typical of a lo; 
of the problems we are facing. We could offer this timber for sale to 
private companies and require that they build the roads, which would 
mean that we would have to make a long-term sale to some privat 
operator in order to enable him to finance the road. He would star 
building at the bottom end of the drainage and go far enough to tap a 
sufficient body of timber to pay for the initial road constructior 
This means that he would be working on the face of the unit her 
At first we would be required to deal with one operator. After thi 
road is constructed up to the forks of the drainage, we could probably 
have two operations going, but they would still- be working on the fac: 
of the unit. In order to get well balanced timber operation for year- 
round production, we should have winter-operating areas balanced 
with summer-operating areas in the higher parts of the drainage 
Under the operator construction alone the initial cutting would be 
mostly in the lower part of the drainage in the winter shows. After 
the winter shows are cut out. the Operators would be forced to try to 
operate year long in the higher parts of the drainage, which are hes! 
adapted for summer logging. This is uneconomical. 

The program that the Forest Service is advocating for working 
circles of this type is for the Government to build the main-line roads, 
which are illustrated by the solid yellow lines. We would advocate 
punching in a main-line road up this drainage so as to tap the higher 
part of the country so that there would be a balance between winte: 
and summer operations. Another main-line road would be built up 
to about this point in this fork of the drainage. 

It would then be possible to put up our timber for sale in smaller 
blocks and we could have about six operators working in the same 
working circle and spread the cutting so that we could get the timber 
harvested where cutting is needed to salvage decadent timber. We 
could also salvage blow downs and insect infestations if they occurred, 
and do a much better job of forestry. The operators would build the 
branch logging roads in each of these separate blocks. 
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In the case I am describing, the operaters would build about 120 
es of these branch roads. Some of them would be kept on the 
manent system because we would be hauling timber over them for 
umber of years. Others would be of a temporary nature and would 
abandoned or “put to bed.’’ By that I mean they would be fixed 

) so that they won’t erode, and then let lie until they are needed 
some time in the future. 

[he cost of developing the roads in this working circle would be 
$1,600,000 for the Government and about $1,350,000 for the operators. 

heavier construction and the more expensive construction on 
these main-haul roads would be by the Government. 

When these main-haul roads are constructed we would be able 

» cut 500 million board-feet a year out of this working circle and the 

mated stumpage return to the Government during the first 10 
vears would be $7,500,000, which would result from an investment of 
$1.600,000 in the Government-constructed roads. 

That is typical of the type of problem we are up against in many 
places in the West and the manner in which we feel it should be met. 
[hat same picture could be drawn for Rainy Creek on the Wenatchee 
Forest, the North Umpqua River in Oregon, the Lewis River in 
Washington, or the Clackamas River working circle in Oregon which 
we have started developing along these lines. I would like to 


















emphasize 

\ir. Horan. Who would construct these? 

Mr. Curr. That would be Government construction. 

The roads shown by dotted lines would be operator constructed 
ind those indicated by solid yellow lines would be constructed by 
the Government. 

\ir. Horan. Do you know whether they have plans to build roads 
nto Rainy Creek this year? 

Mr. Ciirr. | cannot answer that. 

Mr. Horan. There is a big block of timber and there are beetles 
n there. The survey as I understand it was completed. In order 
to get into this working circle the Government has to build most of 
the main stems, does it not? 

Mr. Curr. We feel that in many of these working circles the 
Government should build the main stems, because under that system 
t will give more operators an opportunity to bid and to work in the 
area. We can conduct our forestry operations on a more logical basis 
and we would get competition. Under competitive bidding we 
generally get better prices for the stumpage than we do where we do 
not have competitive bidding. 

Mr. Horan. There are at least three companies that would be 
interested in Rainy Creek if you get a road in there, and all of them 
are good operators. ‘ 

When you get the road in there, the question that Mr. Whitten 
raised takes on its significance. You get the main roads and then the 
operators can build their side roads and laterals from it. 

























FROM BUREAU OF PUBLIC ROADS 





ASSISTANCE 





Mr. MarsHatu. Do you get any assistance from the Bureau of 
Publie Roads for that main artery construction? 

Mr. Curr. Yes, sir; we work very closely with the Bureau of 
Public Roads. The law requires that any Government-constructed 
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road that costs over $10,000 per mile must be offered for contrac 
construction. We ask the Bureau of Public Roads to work with ys 
on the survey and preparation of contracts for the more expensive 
roads. They are working very closely with us on these problems 

I think that illustrates the case for Government-constructed access 
roads and the type of program we are recommending. 

Mr. McArpie. When the Government puts in the main access 
roads the area is opened up for competition. Many operators cannot 
afford to bid because they cannot build the expensive main-line roads, 


ACCESSIBILITY DETERMINES TIMBER PRICES 


Mr. ANpERSEN. If it is opened up properly there is every prospect 
that you will get better bids for the stumpage, is there not? 

Mr. McArp.e. That is true. 

Mr. Curr. I mentioned that the Government actually pays for 
the operator-built roads, because we are making allowances for the 
construction costs in appraising the timber. 


ROAD MAINTENANCE 


Mr. ANpreRsEN. You are asking this year a little less than th 
pre vious fiscal year for the maintenance of roads and trails, are you 
not? I notice there is a decrease of $297,000. 

Mr. Curr. For maintenance of roads and trails we are programing 
about $297,000 less out of the money to be appropriated under this 
item, Now that does not mean that the maintenance job is any less. 
It simply means, Mr. Chairman, that that much maintenance would 
be financed out of the money that is available to us from a carryover 
from the preceding year or from the 10-percent fund for roads and 
trails. The total maintenance job on the national-forest road system 
requires $8,697,000 to maintain 79,665 miles of roads on our system 
We have a total of 110,000 miles of roads and about 120,000 miles of 
trails on the national-forest system, but arrangements have been made 
for cooperator maintenance and county maintenance of about 30,718 
miles of the total road system and 1,400 miles of trail. Maintenance 
is a recurring job, and one that has to be kept up. 

Another one of our problems is the replacement of timber bridges 
which were built 15 or 20 years ago. Many of them are reaching the 
extent of their useful life. We have about 11,000 bridges on our 
road system and about 8,000 of them will need to be replaced over a 
period of the next few years. 

We are spending around $2,500,000 per year for bridge replacement 
in order to keep the system functioning. 

Mr. Loverince. On page 406 (f), item No. 2, the answer to your 
question is given there, a decrease of $297,000 on an available funds 
basis under the regular forest roads and trails program because of the 
balances carried over from 1952 into the fiscal year 1953 due to a 
delay in awarding of contracts. 
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DECREASE IN ADDITIONAL MEASURES TO ACCELERATE FLOOD 
PREVENTION 


Mr. ANDERSEN. We note there is a decrease of $50,000 in the project 
for additional measures to accelerate flood prevention. Tell us a little 
about that. What do you have to do with the flood prevention here? 

Mr. Currr. Heretofore flood prevention has been carried as a sepa- 
rate item in the Lepartment’s budget. This year the additional 
measures to facilitate flood prevention have been included in the 
agency’s individual budgets. The Forest Service has been working 
on three watersheds in ‘this flood prevention action program whic h 
involve national forests. One is for the Tallahachie program in Missis- 
sippi; one is the Los Angeles watershed; and the third is the Santa 
Ynez watershed in California. 

In the California watersheds the main activity has been directed at 
stepping up the fire-control work on those very important municipal 
watersheds because the major threat to these particular watersheds 
is fire. As a part of the fire-control facilities we have been installing 
fire-protection roads on those watersheds. It was $71,958 in 1953. 
Next year we will spend only $21,958 on roads, principally for mainte- 
nance, and we plan no new construction. That is the reason for the 
decrease of $50,000. 

NEED FOR ACCESS ROADS 


Mr. ANpersen. The main increase requested for access roads for 
the coming fiscal year has to do with the salvaging of timber in 
Montana and Idaho affected by the spruce beetle. 

Mr. Curr. That is correct. 


SPRUCE BEETLE IN MONTANA AND IDAHO 


Mr. AnpERsSEN. Do you want to comment on the need for that 
program, Mr. Cliff? 
Mr. Curr. Yes, sir. Last week when we appeared before this 
committee with the Bureau of Entomology and Plant Quarantine 
to discuss the forest-pegt-control items, we touched upon this prob- 
lem. I deseribed the extent of the problem and the threat to the 
timber involved. I told the committee at that time that we are 
faced with a fast-moving epidemic which resulted from windthrow 
in 1949 and developed in the areas in which we were unable to log 
out the down timber. At present there is about 600 million board- 
feet of this high-quality spruce infested. There is a total of 6 billion 
feet immediately threatened on 7 national forests, and stands totaling 
12% billion feet are ultimately threatened in that general region. 
This is large timber, and the only feasible way to check the spread 
of the beetle and stop it from killing all or most of the spruce timber 
in that area is through logging, supplemented by chemical-control 
measures in isolated areas where logging is not feasible. In order 
to do a logging job here and do it fast enough to check the spread 
of the beetles it is necessary to get a system of access roads into 
these spruce stands. 
Industry has worked with us on the survey and plans for the salvage- 
control operation. Our plans contemplate spending about $9,900,000, 
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practically $10 million of Government funds for the construction of 
main haul roads. Industry has indicated that they are prepared to 
spend some $5 million in the construction of operator roads. It is 
necessary in order to get effective control of this beetle through logging 
to get moving rather quickly. 

Mr. ANDERSEN. Let me understand you correctly, Are you going 
to spend this entire $10 million in that particular area? 

Mr. Currr. No, not all of it. The bulk of the $9,950,000 would be 
spent in the northern Idaho and Montana area. 

Mr. ANDERSEN. You might say practically the full amount would 
be spent there. 

Mr. Curr. We have another beetle epidemic over in western 
Washington and Oregon that involves high values but isn’t as danger- 
ous or fast-moving as this one. Any money that would be left over 
or saved in this operation would be used over there for surveys and to 
get a start on the road-building program in that area to salvage the 
Douglas-fir timber infested or killed by beetles. 

Mr. AnpErsEN. Will this be a nonrecurring item in the future? | 
am referring to the $10 million increase in access roads. 

Mr. Cuirr. It wouldn’t be needed again in northern Idaho and 
western Montana, but there would be a need for access roads in the 
western Oregon and Washington area. 

Mr. ANDERSEN. But we have the regular appropriation for ordinary 
access roads. Shall we consider this as something additional and keep 
it apart, or do you feel that it is part of a total that you will probably 
ask for each year from now on? 

Mr. Currr. It is hard to predict where these infestations will occur. 
We have two of them facing us now. But aside and apart from the 
insect-control problems, there is a need for more access roads for 
regular operations. 

Mr. Wueeter. This $10 million is submitted as the first half of a 

2-year program for the two serious epidemics Mr. Cliff mentioned, and 
the bulk of the first year’s $10 million would go into the Montana- 
Idaho situation and the second year’s corresponding amount would 
go into the Oregon-Washington situation. 

Mr. Currr. I would like to make one further comment, that speed 
is the essence of getting on top of this Idaho-Montana epidemic. In 
order to get started this spring we are planning on borrowing funds 
which are now programed for road-maintenance work in other regions, 
and putting about $1,300,000 to $1,500,000 in northern Idaho and 
Montana this spring in order to get started, with the idea that this 
maintenance would be deferred until later, or we would attempt to 
do part of it with 10-percent road funds and replace it later with some 
of the money that might become available through regular appro- 
priation. 

Mr. Anprersen. Let me ask Mr. McArdle this question. Mr. Cliff 
stated that speed is of the essence here. In that case, would it not 
be best to put this through as a supplemental item rather than to 
add it to the regular appropriation bill? 

Mr. McArp.e. It would be very much better if that could be done. 

Mr. AnpEerRsEN. I believe it would be easier to fight it through the 
Congress on that basis; don’t you, Mr. Whitten? 

Mr. Wuirrten. I think so. If this is a real emergency, I would 
like for it to be treated that way, rather than to carry it in the regular 
bill. 
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\ir. ANDERSEN. What do you think, Mr. Horan? 

Mr. Horan. I thought it was discussed before. 

Mr. Wheeler, was this not submitted by the Department as a 
supplemental estimate for 1953? 

Mr. Wuerr.er. We submitted it as a supplemental estimate for 
the fiscal year 1953 in the amount of $19,250,000 for the entire job 
to be accomplished during 1953 and 1954 seasons. The present 
estimate spreads that over a period of 2 fiscal years, approximately 
$10 million for the fiscal year 1954, and presumably a similar amount 
would be included in the 1955 estimate. 

Mr. Horan. Do you have any funds you can work with in the 
meanwhile? 

Mr. Wueever. As Mr. Cliff indicated, we can make a small begin- 
ning this year. The Forest Service is planning to use some funds 
that would otherwise have been used for maintenance, defer the 
maintenance a bit, and pick that up in the next fiscal year in the 
amount of about $1,300,000. 

Mr. ANDERSEN. Last year we pulled out the smokejumpers estimate 
from the bill and put it in a supplemental bill, because of need for 
speed. It might be well if we kept that in mind here. Couldn’t you 
get into this work a little sooner if funds were made available earlier, 
particularly on the preliminary surveys? 

Mr. Curr. We have already started some of the surveys on the 
main-line roads. We started some of that work last summer, and we 
also started some of the logging program last summer. We logged 
about 50 million feet of this spruce that we could get by pushing in 
short spurs and using existing roads. 

Mr. ANDERSEN. It would definitely help you if this committee 
could get you an allocation of $5 million in a supplemental bill for 1953. 

Mr. Currr. It would help materially if we could get it sooner than 
under the regular appropriation. We are prepared to start letting 
contracts immediately. 

Mr. AnvERsEN. If it is an emergency, we want to treat it as such. 

Mr. Curr. It is a real emergency. The values involved are very 
great up there. 

Mr. AnpErsEN. Is there anything further on this subject? 

Mr. Cuirr. Just this: The book of notes has a rather complete 
writeup on this project and the Oregon and Washington Douglas-fir- 
salvage program. The writeup points out that these roads would 
tap sufficient timber to make it possible to repay the investment in 
about 5 years time and that they would be valuable for access roads 
for a long time thereafter. The details as to the expected returns are 
included in the notes. 

Unless there are questions, I think we can go on. 

Mr. Wurrren. I would like to have included in the record this 
proposed plan of roads that the Forest Service has had for years. I 
would like, also, to have the amount of money that has been appro- 
priated for access roads for the last 10 years, that part of it that was 
im the regular request, and that part that was identified with emer- 
gencies. 

I wonder what the local attitude would be if we provided in this 
bill that these roads be built and that an equal amount of timber 
proceeds be held to offset the cost prior to payment of 25 percent to 
the counties. I feel that the local people who would be putting up 
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a percentage of the cost under such an arrangement would serve as 
something of a yardstick in telling us whether we should or shouldn’t 
build the additional roads proposed here. 


We have had some experience on this type of arrangement with 
grasshoppers. When we started letting the local people put up a 
part of the cost, the emergencies disappeared. 

Mr. Curr. Mr. Chairman, most of the information that Mr 
Whitten requested is already in the book of notes on pages 408 and 
409, which shows the status of the development road and trail system 
up to date, and also includes the figures which I gave earlier in my 
testimony as to the access-road program. 

Mr. Wuirren. Can you break that down and see what part of it 
has been requested to meet an emergency of some type? 

Mr. Cuirr. We can supply that additional information. 


Mr. ANDERSEN. You will put what reply you can to that question 
in the record, Mr. Cliff? 


Mr. Crirr. Yes; I have that information here on the special access 
roads. 


(The information requested is as follows:) 
Tue Forest DEVELOPMENT Roap SystTEM 


With the passage of the Federal Highway Act in 1921 the Forest Service began 
systematic economic studies and planning for a system of roads which would 
adequately meet requirements for the optimum protection, development, and 
utilization of the lands and resources of the national forests at the lowest annual 
cost for road transportation. In the intervening years a carefully considered 
plan for an all-purpose transportation system has been developed which defines 
the mileage and standards of the roads, trails, and airplane landing fields needed 
to adequately protect and fully utilize all of the national-forest lands and resources. 
The ultimate plan shows the need and economic justification for reconstructing 
and improving 48,008 miles of existing forest roads, for the construction of 38,753 
additional miles of roads, and for considerable construction and betterment work 
on the 125,570-mile system of national-forest horse and foot trails, mostly in the 
Western States. 

The desirability of early completion of the entire national-forest transportation 
system has been called to the attention of the Congress from time to time. The 
Forest Service has nevertheless urged action for only the most vital road projects 
in recent years. These have been confined largely to main-line timber-access 
roads. 

Critical shortages of wood products during World War II focused attention on 
the untapped timber resources of the national forests and resulted in an emergency 
access-road program under the Defense Highway Act. While this program met 
the immediate objective of increasing national production it contributed little 
toward development of the sustained-yield potential of the national forests. The 
roads constructed were of a temporary nature and reached only to the face of the 
most easily accessible stands. 

The shortage of wood products continued after the war and led to another 
access-road program sponsored by the National Housing Authority. The objec- 
tive was to increase lumber supplies for housing. This program likewise met the 
immediate objective but it also resulted in permanent benefit since to reach the 
type of timber needed it was necessary to build main-line roads into large forested 
areas. 

In 1949 the National Security Resources Board, taking cognizance of the fact 
that henceforth the full productive capacity of the national forests would be 
needed to maintain national production at required levels, asked the Forest 
Service to make a study and estimate of the amount of timber-access-road 
construction necessary to fully develop the sustained-yield capacity of the 
national forests. This estimate called for the construction of 4,555 miles of 
main-line access roads by the Government at a cost of about $108,000,000. 

Although the estimate for Government construction as determined by the 1949 
study was later found to be representative the study was not complete in that 
the amount of permanent road construction to be done by purchasers of national- 
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I timber, local road authorities, and private owners of intermingled timber 
1d not been fully appraised and correlated. 
1951 the 1949 estimate was restudied objectively and on the grotnd, as now 
ed, it calls for permanent timber-access-road construction as follows: 


Construction by— Miles | Cost 


ber purchasers 9, 888 $109, 292, 000 
npropriated funds to supplement purchaser construction 22, 357, 000 


1] government and others 3 . 34, 357, 000 
t Service with appropriated funds 5, 532 | 90, 115, 000 


255, 802, 000 


Previous to 1943 on the national forests there was little timber-access-road 

nstruction as such. Since then appropriated funds made available specifically 

r timber-access roads have amounted to $22,220,858 as shown in the table below. 
During the same period access-road construction at an estimated eost of 
$78,000,000 will have been accomplished by purchasers of timber on the permanent 
oad system of the national forests. 


opriated funds made available to the Forest Service specifically for timber access 
roads for fiscal years 1943 through 1953 


From appropriations to 
other agencies | From Regular 
Forest Service 
road-and- 
Defense National | trail appro- 
Highway Housing priations 
Act Authority 


$4, 323, 094 


| $2, 000, 000 
10, 897, 764 


, 000 

000 

000 

Total 4_. 4, 323, 004 12, 897, 764 5 O00 


Earmarked specifically for access roads from the third supplemental appropriation for fiscal year 1951 
Not specifically earmarked for access roads but from the record it appears that funds in excess of 
$11,500,000 in the appropriation for fiscal year 1952 were intended for timber-access roads. 
Earmarked specifically for access roads from the appropriation for fiscal year 1953. 
‘ Total funds specifically for timber access roads, $22,220,858. 


Note.—In addition to the amounts shown above the Forest Service has spent a total of $28,450,211 from 
regular Forest Service road-and-trail appropriations and 10 pereent funds on construction of access roads 
luring the 1l-year period. The balance of the funds under these appropriations were used for maintenance 
f roads and trails, bridge replacement, and construction of general purpose roads and trails 


PURCHASE OF LANDS IN SANDERS COUNTY, MONT. 


Mr. AnperseEN. In your language, you request authority to pur- 
chase lands in Sanders County, Mont. I would like an explanation 
of that proposal. The language in the committee print reads: 

Not to exceed $100,000 for the purchase of parcels of land and interest therein 
n Sanders County, Mont., but such land shall not be acquired over the objection 
of the local government concerned. 

Mr. Loveriper. There is a rather complete statement on page 
371 of the explanatory notes. It brings out there that these are 
winter rangelands needed in connection with the administration and 
protection of the national forests, mainly fire control. 
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Mr. AnprerseENn. Might I ask that you put a full and complete answe, 
at this point to my question in the record? 

Mr. LoveripGe. Yes. 

(The information requested is as follows:) 


The change in language is proposed to permit the Forest Service to undertak, 
the purchase of individual parcels of land, over a period of years, in accordane, 
with section 14 (a) of the act of April 24, 1950 (16 U.S. C. 580i), which authorize; 
the appropriation of such sums as may be necessary for the acquisition of parcels 
of land and interests in land in Sanders County, Mont., needed by the Forest 
Service to provide winter range for its saddle, pack, and draft animals. 

Effective protection of the national forests in Montana, northern Idaho, and 
northeastern Washington requires annual use of approximately 1,150 head of pac! 
saddle, and draft horses and mules. The work season for these animals is fro) 
approximately May 15 to October 15 of each year. During the remainder of t}, 
year, stock must be fed and the most economical method is to place the animals 
on rangeland that supports an adequate supply of feed in the way of native grass 

Prior to 1931 winter pasture was rented at various points throughout the 
region, but the tenure was uncertain, the rates per month were high, and the costs 
of distributing, collecting, supervising, and caring for the animals were large 
In 1931 a single winter range was established by leasing approximately 41,000 
acres of grazing land in Sanders County, Mont., where slope, exposure, and forag: 
cover permitted winter grazing with only limited supplementary feed. 

Since 1945 more than 13,000 acres of the original area of 41,000-plus acres 
have been lost to stock and sheep operations. While this loss has not seriously 
bandicapped the winter range operation, because of reduction of some 600 head 
of stock on the winter range due to the elimination of breeding program and some 
reductions in the number of animals needed in the forests, the 13,000 acres lost 
were the better grazing lands of high carrying capacity. Further loss of the leased 
rangelands will constitute a costly and severe handicap to the administratio: 
and protection of the national forests in the region. 

Action based on the enabling legislation in the act of April 24, 1950, has 1 
been taken at an earlier date due to local opposition to Government purchas: 
Recently there have been indications that the county commissioners would ap- 
prove purchase on an individual tract basis. Under these conditions it is urgent 
to include in the 1954 appropriation language the necessary authorization to 
permit the purchase of at least a portion of the most urgently needed winter range. 


Acquisition oF LANps ror Nationa Forests, Werks Act 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimats 


Avpropriation or estimate copen $75, 000 
Unobligated balance, estimated savings 3 —91 


Obligations incurred 74, 909 | 


Obligations by activities 


Acquisition of lands for national forests: 
1952 $74, 909 
75, 000 
75, 000 
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Obligations by objects 


Object classification 1952 actual | 1953 estimate | 1954 estim: 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades 
General schedule grades: 
Average salary $4, 480 
Average grade -.. GS-5.5 


Personal services: 

Permanent positions_- $9, 615 
Part-time and temporary positions 3, 495 

Regular pay in excess of 52-week base 37 

Total persona! services___- J 13, 147 

02 Travel i | 6ll 

07 Other contractual services 9 

08 Supplies and materials__.............-- | 1, 229 

09 Equipment sa ssialtisine i ‘ 437 

10 Lands and structures_. iinipdaoe | 59, 477 
15 Taxes and assessments..-_-..- 52 |} 


Subtotal_- > . | 74, 962 
Deduct charges for quarters and subsistence - - | 53 


Obligations incurred 74, 909 | 





Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estimate 


Unliquidated obligations, start of year $371, : $121, 648 $80, 648 
Obligations incurred during the year-_- 5 , 90S 75, 000 75, 000 


446, 286 196, 648 155, 648 
Deduct 
Unliquidated obligations, end of year 121, 648 80, 648 , 648 
Adjustment in obligations of prior years 2, 168 
Obligated balance carried to certified claims account 4, 331 


Total expenditures__-_- \ ‘ : 318, 139 116, 000 


Expenditures are distributed as follows: 
Out of current authorizations Sunt J 15, 145 16, 000 000 
Out of prior authorizations___- 302, 994 100, 000 000 


AcQUISITION oF LANDs From NationaL Forest Receipts 


Amounts available for obligation 


| | j 
| 1952 actual | 1953 estimate 1954 estimate 


| 
Appropriation or estimate - - - - ume aaeieell $138, 996 $141, 680 $141, 680 
: ; ‘ —77, 494 |-- | 


61, 502 141, 680 | 141, 680 


80505—53—pt. 83——30 
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Obligations by activities 


1. Uinta and Wasatch National Forests (Utah only) 
2. Cache National Forest (Utah only 


3. San Bernardino-Cleveland National Forests (Riverside | 


County, Calif., only) 
4. Nevada-Toiyabe National Forests (Nevada) - 
5. Angeles National Forest (California 
3. Cleveland National Forest (San Diego County, Calif., 
only 
Sequoia National Forest (California) 


Obligations incurred 


| 
Description 1 
wae 
| 
| 


$15, 280 | 
8, 978 | 
15, 628 
1, 566 
18, 204 
200 
1, 556 


61, 502 


Obligations by objects 


Object classification 


Average number of all employees 


91 Personal services: Permanent positions 
02 Travel 
Communication services 
05 Rents and utility services 
06 Printing and reproduction 
07 Other contractual services 
08 Supplies and materials 
09 Equipment 
10 Lands and structures 
15 Taxes and assessments 


Obligations incurred 


1952 actual 


Analysis of expenditures 


Unliquidated obligations, start of year 
Ovligations incurred during the year 


1 of 


Deduct unliquidated obligations, end of year 


lotal expenditures 
Expenditures are distributed as follows 


Out of current authorizations 
Out of prior authorizations 


Mr. ANDERSEN. Let us turn to acquisition of land. 


1952 actual 
$37, 140 
61, 502 


98, 642 
52, 419 


46, 223 


10, 683 
35, 540 


! 
952 actual 1953 estimate 1954 estir 


ee | eee 


39, 830 
, 000 


, 000 
, 000 
20, 000 


5, 000 


34, 850 | 


141, 680 


1953 estimate 


2 


$12, 524 
650 

406 

205 

5O 

100 


550 


7, 099 
6 


1953 estimate 
$52, 419 
141, 680 


194, 099 
122, 599 


71, 500 


, 000 
, 500 


pages 410 through 415 of the justification at this point. 


(The pages referred to are as follows:) 


Acquisition of lands for national forests, Weeks Act 


Appropriation Act, 1953, and base for 1954 
Revised budget estimate, 1954 


Decrease 


1954 estimate 


27, 000 
100, 000 


We will insert 
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Project statement 




















| | Revised 
, 1953 | budget 
> ae > Je ase 
Project ees (estimated) | Decreas | estimate 
} | 1954 
“ paseemeenesiosicencasnmnsmeessd ad = a a a yatevinsiame 
Acquisition of lands for national forests_._..-- $74, 909 $75, 000 | —$75, 000 |__ 
nobligated balance. ..... . 3 | 

Tota] appropriation or estimate - -_____- 75, 000 75, 000 —75, 000 |--. 



















STATUS OF PROGRAM 







\is appropriation is provided to acquire lands for the protection of the water- 
ls of navigable streams and for the production of timber under the provisions 
Weeks iaw of March 1, 1911 (36 Stat. 961), as amended by the acts of 

7, 1924 (43 Stat. 654), and March 3, 1952 (43 Stat. 1215). 
here are now 71 national orest and purchase units, situated in 32 States and 
erto Rico, within which acquisition of lands under the above acts has been 
approved by the National Forest Reservation Commission and in which lands 


remain to be acquired. All but a few of these units are east of the Great 








Plains. 

Basie purpose of this program is to conserve and build up the soil and timber 
resources and improve the watersheds. It is an essential part of the Nation’s 
verall program to minimize floods, prevent soil erosion, and provide adequate 
timber and water for the future. Forestry is essentially a long-time enterprise 
and action to assure ample timber supplies must be taken well ahead of actual 







? eeds. 

rhe unacquired lands in these purchase units are, in large measure, principally 
valuable for timber growing or for watershed protection. Many of them have 
been heavily logged, unwisely cultivated, or otherwise impaired. Most of them 
should be in public ownership to assure that they will be so managed as to con- 
tribute optimum benefits to streamflow regulation and timber production. 

Within the aforesaid purchase units 22,865,498 acres have been acquired and 
23,139,851 acres of land chiefly valuable for forestry and watershed purposes 
still remain to be acquired. 

Chere are a very large number of privately owned forest-land tracts inter- 
mingled with national-forest tracts within established national-forest boundaries. 
Each vear a material number of these intermingled private tracts—due to excessive 
fire hazard, accelerating soil erosion, etc.—damage or threaten important resource 
values of adjoining or adjacent national-forest land. Only prompt purchase of 
many such tracts will save national-forest resource values equal to or in many 
cases much greater than the entire purchase price. 

Each vear also, key private-forest-land tracts within established national-forest 
boundaries—due often to mortgage foreclosures, emergency needs of the owners, 
etc.—are offered for sale at bargain prices. Delay in purchase often results in 
increased cost or purchase with greatly depleted resource values later, and some- 
times both. A similar situation occurs annually in the need to purchase land to 
provide rights-of-way for future timber-access roads. Later acquisition would 
be by condemnation or at greatly increased price, with the alternative of still 
greater expense in building around the tract in question. 

The purchase of a reasonable number of private-forest-land tracts of each of the 
classes mentioned above is sound economy and a real saving. Such an expenditure 
is essential to protect important federally owned resource values from great 
damage, or to prevent excessive cost to minimize such damage. In addition, the 
resulting increased consolidation of national-forest ownership will facilitate 
greater efficiency and economy in administration, and increased annual net 
public benefits and cash receipts. 

The following tabulation shows the status of the existing purchase units as of 
June 30, 1952, and the progress expected in fiscal year 1953: 
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Purchase units as of June 30, 1952 (71) 
Total acreage under national-forest administration and 
proved for acquisition as of June 30, 1952__ 


at 


Gross area 


Acres 
53, 137, 886 | 
= 


Balance to be acquired as of June 30, 1952, to complete purchase 


units 


Estimated purchases during fiscal year 1953. 


Balance estimated to be acquired as of June 30, 1953 


Not to be 
acquired 


Acres 
7, 132, 537 


It is estimated that the fiscal year 1953 appropriation will permit purchase of 


about 10,000 acres. 


Purchases will be in previously approved units and will b 


properties of special desirability that will consolidate existing Government owner- 


ship in the interest of economical management of the national forests. 


In addi- 


tion, there will be some land acquisitions by exchange within these areas. 


Acquisition of lands from national-forest receipts 


Appropriation act, 1953, and base for 1954 
Revised budget estimate, 1954 


Decrease 


Project statement 


Project 


Uinta and Wasatch National Forests (Utah only) ---- 
Cache National Forest (Utah only) _.... a 
San Bernardino-Cleveland National Forests (River- | 
side County, Calif., only) | 
Nevada-Totyabe National] Forests (Nevada) .- 
Angeles National Forest (Calif.)_._. 
Cleveland National Forest 
Calif., only) _.. 
Sequoia National Forest (Calif.) - . 


(San Diego County, 


1 
2 
3. 
4. 
5. 
6. 


~ 
de 


Total available or estimate 
Unobligated baiance 


Total avpropriation or estimate 


1082 1953 


| 


$15, 280 
8, 978 


$39, 830 
10, 000 
15, 628 | 


1, 566 
18, 294 


200 
1, 556 


22, 000 
10, 000 
20, 000 


5, 000 
34, 850 
61, 502 
77, 494 


138, 996 | 


| (estimated) 


141, 680 


$141, 680 


141, 680 


Revised 
budget 
estimate 
1954 


Decrease | 


~$39, 830 | 
—10, 000 | 


| 22,000 |... 
| —10, 000 


—34; 850 


—141, 680 


141,680 | —141, 680 |_. 


STATUS OF PROGRAM 


This appropriation provides for the purchase of lands under the provisions of 
seven special acts of Congress enumerated in the appropriation item. 

These acts were passed with the support and concurrence of local people so 
that certain private lands intermingled with existing national-forest lands, could 
be acquired and placed under national-forest administration. These lands are 
not in the drainages of navigable streams and, therefore, cannot be acquired under 
the Weeks law of March 1, 1911. They frequently are subject to forms of mis- 
use such as clear cutting of timber, overgrazing, removal of brush cover, etc., 
which lead to soil and resource depletion, and which minimize or neutralize the 
protection and management practices carried out on surrounding national-forest 
lands. In the southern California areas, occupancy and use of these interspersed 
private lands may also create fire hazards which threaten not only these tracts 
but also large areas of surrounding publicly owned and protected watershed. 
Protection and management of such lands as part of the national forest is recog- 
nized as highly desirable by local communities, especially from the standpoint of 
erosion prevention and flood control. The authorizing acts provide that certain 
proportions of the receipts of the specified national forests may be appropriated 





sed for the purchase of these lands. Since 25 percent of these receipts» 
wise, would be distributed to the counties, such provision in effect, means 
the counties contribute one-fourth of the cost of the acquired lands. 
ing the fiscal year 1952, 16 key tracts containing 3,863 acres were approved 
irchase under the Special Forest Receipts Acts. These tracts are located 
the Cache and Wasatch National Forests in Utah, the Toiyabe National Forest 
Nevada, and the Angeles, Cleveland, and San Bernardino National Forests in 
rnia 
e following table shows the status of the purchase program under this 


priation: 
Purchase of land under the Forest Receipts Acts 


Estimated Appropria- Estimated 

balance to tion available acreage to 

be acquired | in fiscal year | be bought in 
acres 1953 1953 


Acquired to 
nd purchase unit June 30, 1952 
scTes ; 


84, 455 7 < 9, & 7,000 
18, 931 7, 2, 000 
10,014 99, 92 ‘ 2, 000 


Bernardino (Riverside 
( 11, 95é 7 , 4, 500 
4 ngeles 1, 427 26, 563 s 800 
Cleveland (San Diego County ’ 4, 05 5, 1, 000 
ia 7. GE 37,2 34, 85 2, 700 


20, 000 


he approximately 20,000 acres to be acquired with the fiscal year 1953 appro- 
n will be tracts within the designated units for which public ownership 
the best assurance of adequate protection of soil and vegetative growth, 
toration where necessary, and longtime management with emphasis on water- 
1 and erosion protection 


Mr. ANDERSEN. Both items have been eliminated enact the revised 
ig It will serve the purpose, Mr. McArdle, if vou will insert, 
or the record, a short general statement relative c these programs 
even though they are not in the budget for next year. 

Mr. McArpie. Very well, Mr. Chairman, we will do that. 

\ir. ANDERSEN. Can you do that for the record at this point. 

The information requested is as follows:) 


WEEKS LAW APPROPRIATION ITEM 


lhe Weeks law, approved March 1, 1911, authorizes purchase of forest land 
improve watersheds and increase the production of needed forest products. 
ind is purchased only to the extent authorized by the State legislature. Each 
irchase unit and individual tract is approved in advance by the National 
rest Reservation Commission. This project forms a keystone in the Nation’s 
tal program of flood and erosion control, and of water and timber production. 
Forest lands acquired under Weeks law authority, totaling 19 million acres 
cated within 70 established national forests, have greatly benefited from sub- 
sequent improved protection and management. In 1952, receipts from these 
ireas exceeded $13 million—approximately one-seventh of their entire np sense 
price—while over 9% million visits testified to their rapidly increasing recres 
tional values. Improved resources of many units have placed relatively some 
irrounding forest areas on a sound economic condition by permanent payrolls 
based on a sustained yield of forest products. Similar results in other areas 
depend on additional land purchases during the next few years. The volume 
and value of water available for domestic, agricultural and commercial uses is 
also being greatly increased by the improved forest resource condition of many 
purchase unit areas, 
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FOREST RECEIPTS LAND PURCHASE ITEM 


Congress has enacted several laws authorizing the use of certain national forest 
receipts to miaimize soil erosion and flood damage by land purchases withj; 
specified national forest boundaries in Utah, Nevada, and southern California 
A portion of the funds appropriated each year, for example, has been utilized 
(a) to acquire tracts which need special protection and minimum use to prevent 
serious erosion within the Los Angeles watershed; (b) to prevent the erection and 
annual use of several cabins on a tract of an important watershed where a relg- 
tively small forest fire might ruin, or at least greatly minimize, the benefits of 
many millions of dollars spent on flood control and soil erosion prevention; and 
(c) to acquire scattered tracts which purchase would permit the closing of larg 
areas to public use during special fire-hazard seasons where experience has demon- 
strated such action will save otherwise necessary Federal expenditures man, 
times the Jand purchase cost. 

It cannot be known in advance to what extent the above type of key tracts 
may be available each year. Funds not used for land purchase, however, a: 
returned to the Treasury, to be distributed as other national forest receipts 

Mr. ANDERSEN. We would like to have a brief statement now on 
the Superior Wilderness item. 


SUPERIOR WILDERNESS AREA PROGRAM 


Mr. Hopkins. This map will illustrate the progress made in this 
program to date better than I can tell it. The northern portion of the 
map shows the area covered by Public Law 733. Canada is located 
here on this map. [Indicating.] The boundaries of the Public Law 
733 special purchase area are shown by an orange line. The entire 
area is included within the Superior National Forest. The white 
noncolored area within this boundary line is land already owned by 
the Federal Government. The criss-cross or cross-hatched slate- 
colored map area is either State or county land that the Federal 
Government expects to acquire by exchange. The red-colored area 
is privately owned. The black color shows the land acquired since 
the law went into effect. Public Law 733 authorized a $500,000 
appropriation. That has been completely appropriated. 

Mr. AnprerseN. I think we gave you the final increment for fiscal 
year 1953. 

Mr. Hopkins. That is right. We have spent one-third of the 
amount appropriated. We have acquired roughly one-third of the 
approximately 40,000 acres of privately owned lands within the speci- 
fied area. 

We have acquired over 12,000 acres and have the remainder still to 
acquire. Most of the red-colored area you see on the map is owned by 
large companies, which we expect to acquire. These little circles on 
the map indicate the location of resorts which will be the expensive 
part of finishing the acquisition job. 

Consideration of the purchase of these resorts has been delayed due 
to the air ban order by the President which has been the subject of 
court review. The first court decided in favor of the legality of the 
Presidential air ban. That decision was appealed by the resorts and 
local airplane owners and the hearing on the appeal was held within 
the last 10 days. We expect a decision on that within the next month 
or 6 weeks. If the court’s decision again supports the President’s 
air ban, then we will be in a position to negotiate for and acquire some 
of these resorts. We are now in the process of acquiring the resort 
located here on this map. 
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CHIPPEWA NATIONAL FOREST LAND ACQUISITION 


Mr. ANDERSEN. Do you have a question on this subject, Mr. 
Marshall? 

Mr. MarsHauyi. How does elimination of the $75,000 for land 
acquisition affect the Chippewa National Forest, in "head acquisition 
of the Indian allotted trust lands in that area? 

Mr. Hopkins. I can give a brief answer to that. It will cut out 
all purchase work in all eastern national forests. It will prevent 
the purchase of roughly 10,000 acres of forest land that otherwise 
would have been purchased. 

You mentioned the Chippewa National Forest. That presents a 
new land acquisition problem that has recently come up, namely, 
the Chippewa Indian trust allotments within the Chippewa National 
Forest. The Chippewa Indians own trust allotments totaling about 
70,000 acres of scattered tracts located within the boundaries of the 
Chippewa National Forest in northern Minnesota. They have owned 
these lands for quite a few years, although very few Indians live on 
their trust lands. Most of them are small-sized tracts, many being 
80 acres or less. This last winter for the first time the Bureau of 
Indian Affairs local office started to sell these allotments, which 
created a large sized additional problem in the whole land use and 
ownership of that forest. 

Mr. Marswauu. With the elimination of the $75,000, you have no 
funds at all which you can use for the acquisition of the allotted land 
in that area? 

Mr. Hopkins. No. ‘That takes away our purchase funds for buying 
lands. 

Mr. Marsuauu. Mr. Hopkins, you are familiar with the Indian 
trust allotment problem in the Chippewa National Forest in Minne- 
sota. 1 wonder if you could tell us how it affects the relationship 
between the Indians, the local and the State and Federal Governments. 

Mr. Hopxtns. I will be glad to. I happened to work on that 
national forest for some time, so I am familiar with the problem. 
Most of these areas are not occupied by the Indians and are too 
isolated to support Indian families. Many of the Indians live in 
communities outside the forest. The trust allotment tracts are so 
scattered that they cannot be adequately protected and the timber 
that grows on them is often stolen. The Indian Office cannot eco- 
nomically protect them, and the Forest Service has to protect them 
from fire in order to protect the surrounding national forest area. 
At present the Indians get little or nothing from most of these lands. 
The county gets practically nothing from them, and in addition they 
are a source of continuous expense to the Federal Government. 

The Chippewa Tribal Council passed a resolution urging that theii 
trust and tribal allotmeni tracts within the boundaries of the Chippewa 
National Forest be purchased by the Federal Government. This 
would help the county because as these tracts were returned to pro- 
ductive condition, 25 percent of their receipts would go to the county. 
It would help the Indians, as it would give them a fair value for their 
lands, from which they are getting little income or return now. They 
could either buy a consolidated area or use this money elsewhere. It 
would help the Federal Government because it already has to expend 
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money to protect the land from fire and in addition, sometimes has to 
survey the small individual allotments, often at a cost greater than 
buying the land. 

The land cost price would probably vary from $4 to $12 an acre. 
depending on the amount of merchantable timber on them. A good 
average would be $7.50 to $8. 

Mr. MarsHauu. Some of this land has been presently surveyed 
by the Indian Bureau and a price has been placed upon that land 
which would mean that that part of the Federal money which is 
expended would be entirely lost if the purchase was not consummated 
at this time; is that correct? 

Mr. Hopxtns. That is very largelv true. Some of the land could 
be sold, but in most cases the buyers would just remove the remaining 
merchantable timber and then let it go tax delinquent. The public 
would then have it back, but only after it had been despoiled. At the 
persent time there is a substantial Federal expense for surveying 
boundary marking and protecting these Indian trust allotments 
Many could be acquired at little additional surveving expense because 
their boundaries are already surveyed due to the surrounding national 
forest lands. The present Chippewa trust patent allotment problem 
has been aggravated by the fact that over the past vears they never 
sold these lands The tribe has just decided to sell their lands and 
the situation and danger to adjoining national forest resource values 
presents a special case from that standpoint. 

Mr. Marsuauu. A very high percentage of these lands would have 
been lands which would have been purchased heretofore had the 
Indians been of a frame of mind that they would have disposed of 
them. 

Mr. Hopkins. That is right. Most of it is typical forest and water- 
shed land probably best suitable for public ownership. 


TIMBER RESOURCES SURVEYS LAKE STATES AREA 


Mr. MarsHauu. Our Lake States area has been partially surveyed 
as a matter of timber resources. Industries have been desirous of 
attempting to find out more about the timber resources that are 
available to the Lake States area. They propose putting into oper- 
ation factories and facilities that will make use of timber resources. 
Are funds included in this budget to finish the survey which is now 
under way in the Lake States area? 

Mr. McArpte. | will ask Mr. Harper to answer that. 

Mr. Harper. Mr. Chairman, we do not have any increase in the 
funds for forest survey this year. We will not be able to complete the 
survey of the Lake States this coming year, nor will we in certain other 
areas. If you would like to take just a minute or two I can show you 
the status of the whole forest survey for the country, which includes 
the Lake States. 

Mr. MarsHauu. How nearly complete is the program in the Lake 
States area? 

Mr. Harper. I would say about 70 percent, if I recall the figure. 

Mr. Marswauu. Could you supply for the record a brief narrative 
statement giving the status of the nationwide setup and broken down 
by region and your projected plans in that respect? 

Mr. Harper. I would be glad to do that. 

(The information requested is as follows:) 
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STaTus OF THE Forest SuRVEY 


Between 1930 and the outbreak of World War II the Forest Survey covered 

about 305 million acres of forest land, or nearly half the total forested area in 
continental United States. Areas surveyed in this period included the 

heaviest timber-cutting regions of the United States. Between 1946 and the 
end of 1952 an additional 141 million acres of forest land, or nearly a quarter 
of the United States forest area, also was initially surveyed 

Che unsurveyed forest lands in the United States that still remain to be covered 

r the first time total about 173 million acres. In addition, surveys are needed 

an estimated 140 million acres of forest land in Alaska, including 14 million 
acres in coastal Alaska where forest industries are on the threshold of rapid 
levelopment. In the Rocky Mountain area of the Western United States about 
ree-fourths of the forest area has never been systematically surveyed, even 
though this vast region contains extensive old-growth timber stands of large 
potential importance to the Nation Likewise great portions of the extensive 

rested areas in the Northeastern States and the Central States still remain to 
be surveyed for the first time. 

In addition to these initial surveys, a large portion of the area first covered 
during the 1930’s has also been resurveyed to obtain up-to-date information on 

r rapidly changing timber resources in the South, the west coast, and other 

portant timber regions. These resurveys during the period 1946—52 covered 
about 146 million acres. Many changes in forest conditions have occurred during 

e 12 to 20 years that have elapsed since the first surveys were made during the 
1930’s. These reflect the heavy-timber cutting of the war and postwar years 
more intensive utilization which has brought into use species and sizes of timber 
formerly considered unmerchantable, and rapid expansion of Federal, State, and 
private forestry programs. Continuing resurveys have therefore become increas- 
ngly necessary to maintain up-to-date knowledge of the net effect of the numerous 
and conflicting forces which are affecting the Nation’s timber-resource situation 

(bout half of the prewar surveyed areas which are currently in need of resurveys 
has been covered since the end of World War II. Progress has varied from about 
36 percent coverage in the Pacific Northwest to 60 percent in the Southeast, as 
shown in the following tabulation which summarizes recent progress, by regions, 
on both initial surveys and resurveys. 


Regios Total forest Area sur- Percent 
—— area veyed 1947-5? complete 
Initial surveys Thous. acres | Thous. acres 
Northeast 75, 202 41, 026 56 
Central States 44, 095 36, 149 &5 
South 18,314 17, 608 “a 
California 45, 515 35, 838 79 
Rocky Mountain 131, 983 10, 540 s 
lotal 315, 109 141, 161 45 
Resurveys 
Pacific Northwest 53 R55 19, 500 36 
North Rocky Mountain 26, 372 9, 518 36 
Lake States 56, 321 24, 519 44 
South 78, 871 38, 436 49 
Southeast 89, 654 53, 746 60 
Total 305, 073 145, 719 48 
Total United States 620, 182 286, 880 40) 
Alaska 140, 000 0 


CURRENT RATE OF PROGRESS 


During the current fiscal year nearly 40 million acres of forest land is being 
covered by the forest survey, including about 25 million acres of resurveys and 14 
million acres of initial surveys. With present rates of coverage the initial survey 
of the United States and coastal Alaska, and the necessary resurvey of areas 
covered during the 1930’s, cannot be completed in less than 8 or 9 years. 

At this rate of coverage, the forest survey is lagging seriously behind the schedule 
contemplated in Public Law 128 of June 1949, which substantially increased the 
authorization for both initial surveys and resurveys. Numerous demands for 
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up-to-date information on timber resources in unsurveyed areas indicate that ba 


forest-resource facts are needed sooner than can be provided under the existi; 
rate of progress. 










In discussions with various advisory groups representing forest industries, forest- 
conservation organizations, and others, the need for acceleration of the forest 
survey has been repeatedly emphasized by representatives of these agencies. |i 
has also been suggested that a reasonable schedule of surveys be adopted whic! 
would complete in about 5 years both initial surveys and resurveys of the areas 
first covered during the 1930's. Following completion of all initial surveys 
resurveys of the commercial forest lands in each region will be needed at intervals 
of about 8 to 15 years, with the length of cycle depending upon the character of 
timber and the problems of forest industries in each regio: As indicated in th 
Senate report relating to the 1949 legislation which increased financial authori 
tions for the forest survey maintenance of such a continuous and comprehensiv: 
timber inventory is an essential part of the Nation’s forest-conservation progran 

Assuming recent levels of costs the 5-year schedule proposed would requir 
about $1,400,000 of Federal appropriations annually during the next 5 years 
The amount currently available for forest resource investigations in fiseal 
1953 is $915,848. These 





















Ca;r 
current funds represent only about one-third of t 
$2,500,000 authorized annually for the forest survey by the MeSweeney-McNar\ 


Forest Research Act of 1928, as amended in 1949. 


















COOPERATION ON THE FOREST SURVEY 








In addition to Federal appropriations for the forest survey, substantial cooper 
tive contributions are received from a large number of States, forest industri« 
and other local cooperators. During the current vear, for example, such cox 
erative contributions total $480,000, or the equivalent of nearly 60 percent 
Federal appropriations for forest resource investigations. The 






largest current 
contributions to the forest survey are being made by the States of Wiseconsi: 
Minnesota, Pennsylvania, Alabama, Louisiana, North Carolina, Georgia, 
California 







a 
This widespread cooperation from State agencies and other local sources has 
been steadily increasing in recent vears. 


forest surve 





This attests to the growing value of th¢ 
y for many local as well as national uses. This cooperation has be 
panding, partly to speed up the forest survey, but particularly to intensify 
collection of resource data to meet a variety of public and private needs for Stat 
and local forest resource information. The Federal program provides a fram 
work and a continuing basis for local participation and intensification, as well as 
furnishes greatly needed resource information of national and regional value 
Cooperation in some areas has developed to a point where Federal funds have not 
ely use all available cooperative contributions. 
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USES OF FOREST-SURVEY FINDINGS 





The forest survey provides resource information that is essential to all public 


forestry agencies, forest industries, and forest landowners. The survey is con- 
ducted as part of the research program of the Forest Service in cooperation. with 
State and local agencies. It is the only comprehensive source of statistical and 
analytical facts on the condition and use of our timber resources—one of the 
Nation’s basic natural resources 

The forest survey provides the facts on (1) area, condition, and productivity 
of forest land, (2) volume, quality, species, and location of standing timber, (3 
ownership of forest land and timber, (4) timber growth and mortality, (5) timber 
cut for lumber, pulp, and other forest products, (6) consumption and prospective 
requirements for various timber products, and (7) related information essential 
to an adequate appraisal of our timber resources and to sound forestry policies. 

To publie agencies, detailed knowledge of forest conditions and trends in various 
forest areas is an essential basis for all important forestry policies. These may 
pertain to forest protection, for example, tree planting, timber management, or 
other measures to balance the timber budget of each State and the Nation as a 
whole. The forest survey provides an essential guide to the policies of Congress, 
the Department of Agriculture, and other agencies concerned with questions of 
timber supply and demand. Similarly, State legislatures, conservation depart- 
ments, county assessors, and other public agencies depend upon survey data for 
the development of local forest programs. 

Survey findings likewise represent business information of value to wood-using 
industries and private forest landowners. Lumber and pulp companies, for 






















unple, depend upon the forest survey for information to answer questions 

rtaining to plant location, wood procurement, and longtime management of 

mber properties. Among other users of forest-survey data may be listed live- 

tock ranchers, real-estate operators, timber consultants, bankers, insurance 
npanies, chambers of commerce, and numerous other members of the general 
blic 

[he many policy and business issues confronting public agencies and private 
ndustry can only be decided on a sound basis with accurate and up-to-date 

wledge of forest land and timber resources such as provided by the forest 

yey 

\ir. MarsHA.u. In regard to the Lake States area where you say 
our survey is approximately 70 percent complete, there is little value 
to that 70 percent to any large extent until you have the entire 
roject completed, is there? 

\ir. Harper. Of course, it is more useful when the entire project 
for a region is completed, but we do complete the survey by counties 

i parts of a State, until finally we fill out the whole State and then a 
clon. 

Mr. MarsHauyu. Have you released the information upon the 70 
vercent that you have already surveyed in any sort of pamphlet form? 

Mr. Harper. I would like permission to correct the figure I gave of 70 

cent. (The correct figure for the Lake States region is 44 percent.) 
Ve do, however, release information just as fast as we finish a survey 

A unit may be a county or it may be a group of counties, and 
sometimes it is a whole State, depending upon size. 

Mr. MarsHauu. I know that there have been a number of people 
vho have asked for the result of that survey. I was not under the 

ipression that vou were releasing any part of it until vou had com- 
rhe leted your survey. I presume that some of runes folks who have 

tempted to get it have been from areas where the survey is not 
ompleted to the extent that it is usable. 

[ believe, Mr. Chairman, that the request for this information is 
possibly a bit more acute at this time than it has been because of the 
projected use of some of what we formerly called low-grade timber— 
softwoods and woods of that nature—which they are finding more and 
more useful. 

Mr. Harper. Our whole forest economy has been changing rapidly 
during these last few years. We are now more dependent upon 
crowing the timber we need and on using so-called little-used species. 
Therefore, requests for survey information have intensified in the last 

few years. You are right about that. 

Mr. Marswatu. Did the Forest Service request funds to complete 
the survey? 

Mr. Harper. You are now talking about the Truman budget? 

Mr. Marsa. I am talking about the request you made to the 
Bureau of the Budget. 

Mr. Harper. The Department requested of the Bureau of the 
Budget $180,000 increase on the forest survey. This is the budget 
request that was prepared last fall. 

Mr. Marsuauu. The need has not changed any since last fall? It 
is still the same problem, isn’t it? 
| Mr. Harper. Yes; there isa need. We have had lots of discussion 
with representatives of industry and of States and associations in 
regard to where we stand on the forest survey and whether we are 
keeping up a reasonable schedule. Frankly, we are not up to schedule 
on it. It is the best we can do under the circumstances. 
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Mapison LABORATORY 


Mr. Anpersen. Mr. Harper, I want you to put in the record a: 
this point something on the Madison Laboratory. 

In reference to that, I want to yield to Mr. Laird if he cares to ask 
any questions with reference to the Madison Laboratory. Do yoy 
care to ask any questions on that, Mr. Laird? . 

Mr. Larrp. No. But I would like to have the information de- 
veloped as to the projects, the number of employees, and the budget 
and the working plan for this next year. 

Mr. AnpeRSEN. Will you please see that that is done. 

(The material is as follows: ) 


FOREST PRODUCTS INVESTIGATIONS 


There are two activities under this appropriation item, one of which is 
Forest Products Laboratory and the other the Forest Utilization Service Th 
Laboratory is located at Madison, Wis. The Forest Utilization Service con 
of units of 1 or 2 wood utilization research experts located in 8 of the forested 
regions of the United States at the headquarters of forest and range experiment 
stations serving those regions. 


Forest UTILizATION SERVICE 


The Forest Utilization Service is aimed at bringing about improved for 
utilization in eight of the forested areas of the United States. These small 
2 men) technical units, serving as outposts of the Forest Products Laboratory 
analyze regional wood-using problems and present these problems to the Labora- 
tory for solution and (2) apply basic research knowledge, from the Laborator, 
and elsewhere, to the problems of local forest management and forest products 
industries. This applied research service is presently not available to the Lak 
States or to the Rocky Mountain area. 


Tue Forest Propucts LABORATORY 


The Forest Products Laboratory is a scientific and technical research institutio: 
concerned wholly with the investigation of wood and wood products and their 
adaption to diversified fields of use. It was the first and for several years the only 
institution in the world conducting special research on wood and its utilization. 
Other nations have since followed the lead of the United States in developing 
laboratories along similar lines. 

The forest, along with all its other services and benefits, supplies a basie raw 
material—wood—that from earliest times has furnished mankind with many 
necessities of existence and with comforts and conveniences beyond number. 
Forests will return maximum vatues to the people of the United States only if 
they are fully and profitably utilized and at the same time maintain in vigorous 
condition for the continuous production of timber crops. 


Purpose oF LABORATORY RESEARCH 


The research of the Forest Products Laboratory is directed toward the better 
and more efficient and diversified utilization of forest materials. Scientific 
research is the means that must be used to gain a more thorough knowledge of 
wood in its chemistry, growth, and structure, and to determine the technical 
properties of the hundreds of American wood species and their variations of 
quality within the stand and in the tree itself. 

tesearch must aid in solving many difficult problems—how to utilize more 
efficiently the small-sized and second-growth trees that will form the bulk of our 
future forests; how to secure useful service from the many wood species that are 
now used little if at all; how to turn to economic account the large wastes that 
occur in the conversion of trees into commodities; how to secure greater service 
and economy from wood through selection of material, control and modification 
of its properties, improvement of treating processes, and the development of new 
and better methods of wood fabrication and conversion. 
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PERSONNEL AND RBSEARCH DIVISIONS 









The personnel of the Forest Products Laboratory is composed of highly trained 
research specialists and assistants, with a supporting staff including administrative, 
nerating, and clerical workers. The entire organization centers around and is 
tributory to the work of eight research divisions shown below under ‘Current 










program. 
* The total staff on projects supported by the current appropriation of $1,231,318 
approximately 160. Additional staff is supported by industry cooperative 
rk and by funds supplied by other Government agencies, primarily defense 
cies, for special problems in the field of applied research. 












CURRENT PROGRAM 







he main projects for the eight functional divisions of the Laboratory are as 
ws for the current year. Main projects as, for example, ‘‘seasoning of wood” 
aturally continue over several years but the subprojects thereunder change 
re often. Likewise the subprojects may be broken down to phases or jobs 
vhich change while the subproject may continue into another year. 















AND MOISTURE CONTROL 





DIVISION OF WOOD SEASONING 














Seasoning of wood 





Seasoning publications. 

Kiln drying schedules for domestic woods. 

\ir seasoning of larch and lodgepole pine poles. 

Expanded utilization of farm woodland timbers by developing methods of using 
rop driers for the drying of lumber, 

Seasoning lumber in unit packages. 






Processing and performance of wood and wood-base materials 





Moisture problems in house siding. 






DIVISION OF WOOD-TREATING AND] GLUING PROCESSES 





Glues, gluing, and veneer manufacture 






Properties and use characteristics of glues. 

‘lywood manufacturing, laminating, and assembly gluing. 

Veneer manufacture. 

Gluing properties of different species of untreated wood and of treated and 
nodified wood. 







Wood finishing 
Painting and finishing wood and wood products. 
Fundamentals of deterioration of coatings for wood, 





Protection of wood from fire 
Increasing the fire safety of wood, wood products, and wood structures. 





Wood preservation and heat studies 






Improving preservative treating methods. 
Service records. 
Effects of heat on wood properties. 






DIVISION OF TIMBER MECHANICS AND STRUCTURAL RESEARCH 






Strength and related properties 
Strength and related properties of wood. 






Factors affecting strength 

Evaluation of wood strength properties from its structure and chemical compo- 
sition. 

Factors affecting strength. 

Effect of temperature on strength, 

Methods of test. 

Strength properties of wood- and fiber-base materials 

Strength properties of wood- and fiber-base materials. 
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Design and construction of structural elements 
Design criteria for plywood. 
Laminated construction. 

Joints and fastenings. 

Design and construction of structures 
Improved building construction. 
Working stresses and stress grades 
Improved methods for using farm woods for farm buildings 














DIVISION OF SHIPPING CONTAINERS AND PACKAGING 









De sign and construction of shipping containers 
Fruit and vegetable containers. 

Fiber containers. 

Pallets. 








DIVISION OF TIMBER HARVESTING AND 





CONVERSION 





Harvesting the timber crop 
Wood-harvesting studies 
Sorting logs for alternate products 
Small sawmill improvement 
Fundamental mechanics of wood cutting 









Wood use development 


Expanded utilization of farm woodland timbers in the flue-cured“and fire-cure: 
tobacco regions. 







DIVISION OF SILVICULTURAL RELATIONS 










Structure and identification of woods 
Structure and identification of native and foreign woods. 
Information on foreign woods of value to American industry. 
Relation of growth conditions to wood quality 

elation of growth conditions to wood quality. 

Variations in wood structure by growth control. 

Relation of wood structure to strength and other properties 
Basic anatomical features affecting properties of wood. 










DIVISION OF PULP 





AND PAPER 















Improvi ng yield and q dality of pulp 


Improving yield and quality of pulp through basic investigations of pulping 
methods. 

Investigations of chemical and mechanical processing treatments for pulps. 

The relationship of fiber and pulp properties to the properties of pulps, papers, 
and allied products. 


Developing and improving pulp and paper products 

Improving quality of paper and paperboard by studying fabrication methods. 
Improving quality of insulating board, hardboard, and wallboard 
Development and evaluation of converted products. 


Diversification of species and utilization of wood waste 
Southern woods for pulp and paper. 
Western woods for pulp and paper. 
Eastern and Lake States woods for pulp and paper. 
Pulp from wood grown on the farm. 











DIVISION OF CHEMISTRY, COMPOSITION AND DERIVED PRODUCTS 









Chemistry of wood and cellulose 
Chemistry of hemicelluloses, 
Chemical composition of wood. 

Small-scale methods for wood hydrolysis. 


Chemistry of lignin 


Chemistry of lignin. 
Hydrogenation of lignin, wood, and wood products 


Process development 
Production of wood-sugar molasses. 


Vicrobiological research 

\licrobiological utilization of wood sugars. 

Chemical utilization of wood waste 

Destructive distillation. 

Preparation and utilization of fibers from wood residues 
P} 
Colloid chemistry of wood. 
Modified woods, 


sical chemistry of wood and wood products 


Chemistry of wood preservatives 


Chemistry of wood preservatives. 
Preservative treatment of farm timbers. 


PROGRAM FOR FiscaL YEAR 1954 


Che program for fiscal vear 1954 essentially will cover the same broad fields as 
above for the current year. Emphasis on subprojects and phases to be pursued 
inder the subprojects will be decided at a program conference to be held at the 
laboratory prior to the initiation of the new program, and subje ct to final action 
of the Congress with respect to finances. 


COMMERCIAL COOPERATION 


For vears individual companies have financed cooperative work at the Forest 
Products Laboratory. This is work in which the Government has a definite 
interest, and often has a bearing on resource management. The cash contribution 
for this applied research averages about $150,000 per year. Furthermore, indus- 

ial concerns furnish men, materials, etc., on cooperative jobs which amounts to 
an additional $30,000 to $40,000 per year. 


WorRKING FuNDs 


Defense agencies are currently supporting projects on applied wood utilization 
problems which the laboratory is in a better position to handle than the agencies 
themselves because of its particular technical and physical facilities and the fund 
of basic information which it has built up over the vears. The contributions of 
this applied research to defense agency programs are large. Such applied research, 
however, adds little to the store of basic scientific knowledge of wood. It mostly 
draws on the reserves of the past in seeking a quick answer to a problem of wood 
ise application. While these practical applications of knowledge are the dividends 
derived from basic science, the danger is that unless the fund of basic knowledge 
is constantly added to, applied research cannot long continue without scientific 
bankruptcy. 

A Few Recent ACCOMPLISHMENTS 


Newly developed cold soda semichemical pulping process.—A current research 
development in pulping of special interest because of its simplicity and possibili- 
ties for wood conservation, is the cold soda semichemical pulping process. In this 
process the chips are steeped in a caustic soda solution at atmospheric tempera- 
ture and pressure and then fiberized mechanically. The high yield of nearly 90 
percent makes the process almost equal to the ground-wood pulping process from 
the standpoint of wood utilization. It is particularly suitable for pulping hard- 
woods. A present commercial application is in the production of corrugating 
board. Recent experimental work has shown that semibleached aspen pulp can 
be used in making newsprint, paper, replacing about half of the sulfite pulp and 
about one-eighth of the groundwood pulp, both now mostly made from spruce. 

Heating veneer logs electrically appears practical——Hardwood veneer logs must 
usually be heated before they are cut into veneer. This heating is costly and 
time-consuming, requiring 1 to 2 days or more in steam or water. Softwood logs 
are usually cut without heating, in the interest of economy, and here too, improved 
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quality of the veneer from heated bolts makes heating desirable. whenever it can 
be justified economically. A promising new method of heating, veneer bolts 
quickly and economically has been developed at the Forest Products Laboratory. 
A high-voltage electric current is passed through the green bolts, which are heated 
because of the resistance to the passage of the current. Bolts requiring 2 days 
of heating in steam or water have been heated throughout in 2 to 4 hours E the 
new method. Another advantage of the method is that the cost of heating by the 

electrical method is low. 

Semichemical pulping factors yield to fundamental approach, —A fundamental 
approach has been made to the problem of classifying various woods with respect 
to their semichemical pulping behavior. In this study pulping data on a number 
of woods were classified and analyzed. The main variables, namely the properties 
of the wood itself, its pulping characteristics and pulp yield, were used to develop 
a “pulping index.’’ Further development of the index will make it possible to 
predict the semichemical pulping behavior of any wood without actually making 
lengthy and costly pulping tests. 

Double-diffusion treatment of cooling towers.—One of the major uses of water, 
ranking with its use for making steam, is its use for cooling purposes. The ° 
cooling tower, a ponderous wooden structure in which cooling water falls over a 
grid-like structure, is an important part of the industrial landscape and an im- 
portant link in industrial operations. In some cases repair and replacement of 
cooling tower parts has been necessitated by early decay as well as chemical 
deterioration. Where decay is the cause of deterioration the double-diffusion 
method of preservative treatment seems to be a logical method, if not the onl; 
practical method, whereby cooling towers might be effectively treated in place, 
During the past year the Forest Products Laboratory has cooperated with a 
manufacturer and two users of cooling towers in experimental double-diffusion 
treatments in which first one chemical treatment and then another were flowed 
over the wood in water solutions to react and form a water-insoluble preservative 
compound. In the treating process the regular catch basin and recirculating 
y»umps that normally handle cooling water were used to circulate the preservative. 
Ps turn the two diffusion chemicals were circulated for several days. 

Samples of the treated wood were removed and sectioned into outer layers 
and inner cores and analyzed for preservative retention. The results showed 
fair penetrations in new unweathered pieces and good penetration in older pieces 
that has been in service for a number of years. Fortunately, penetration was 
found to be best where decay was present. From time to time additional 
samples will be removed to determine the permanence of the treatment under 
regular cooling tower service conditions. 

The entire cost of the double-diffusion treatment of the cooling towers referred 
to ran about 7 percent of the replacement cost of the structure. Replacement 
cost may run as high as a quarter of a million dollars. Service life varies from 
as low as 4 years under severe conditions up to 20 years, with failure after about 7 
years of service being a common pattern. With a service life in this range only 
a very moderate extension of life would be necessary to make treating profitable. 

The double-diffusion treatment developed by the Forest Products Laboratory, 
was originally devised for the treatment of green fence posts. 

Analysis of truss failure saves Army half mi'lion dollars.—At the request of 
the Engineering Division, Chicago district, Corps of Engineers, an examination 
and analysis of a hangar roof truss failure at O’Hara Fie ld, Ill., was made. ‘The 
examination disclosed that a unique combination of circumstances had contributed 
to the failure of a single truss. Large defects in three diagonals of the truss, 
beyond the size normally permitted, combined with poor fabrication of the 
connector joints and the resultant nonuniform distribution of load were the pri- 
mary causes of failure. This combination of factors causing failure was so unusual 
that it was unlikely that such a bad combination would be duplicated in other 
trusses. This, together with inspection of the remaining trusses, permitted 
recommendation that only the failed truss be replaced at a cost of $5,000, no other 
failures being anticipated. Prior to the examination by the Laboratory engineer, 
Engineer Corps personnel, to be safe, had considered replacement of the entire 
structure at a cost of approximately a half million dollars. 

Mine sweeper program.—An extensive program of research has been centered 
around the construction of many millions of dollars worth of wood mine sweepers, 
which are much less susceptible to magnetic mines than are metal-hulled vessels. 
Frames, keels, and other parts of these vessels are made of glued laminated timbers. 

The Laboratory has developed procedures designed to assure proper production 
techniques so that no deterioration will result from exposure of these glued mem- 
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; to service conditions at sea. It has also given direct aid to Navy contractors 
improvement of production techniques as part of this cooperative work 
th the Navy. 
Searcities of white oak suitable for these ship timbers has made necessary a 
ft to the use of red oak, the heartwood of which is much less decay-resistant. 
fhe Laboratory’s research has yielded techniques for the preservative treatment 
red oak without endangering the serviceability of the glue lines in laminated 
embers. Standard treating and gluing techniques have been developed. 
Glycerine production from wood waste.—Means of producing glycerine from 
yood waste are being sought in order to enlarge the base of supply of nitrating 


srades of glycerine during periods of emergeney. This work in cooperation with 


Army Ordnance Department is being pursued along two lines, (1) by fermen- 
ation of wood sugar with yeast and (2) by hydroge nolysis of wood sugars. 
rhe chemistry of these processes using the usual food sugars is known but no 
smmercial glycerine recovery process is in operation. The problem for wood 
gars is more complex in some respects in that both methods require purification 





of the sugar obtained by hydrolysis of wood and both yield dilute glycerine solu- 


tions that must be concentrated to nitrating grade. Encouraging and substantial 
progress has been made both in purification and concentration processes. 

Lamine ated wood bulletin—Recently a study was completed for the Navy, 

‘au of Ships, on laminated ship decking having a surface layer of teak bonded 
toa “Déenten. fir base. It was found that end searf joints im individual laminations 
nay be randomly located without any reduction in the desired performance of 
the decking. Previously it had been considered necessary to specify that end 
scarf joints in the individual laminations be widely separated, a practice that 
esulted in fabrication difficulties. From many such individual but related 
tudies, the laboratory gained information needed for the preparation of a tech- 

al manual that presents the basic principles of design and fabrication, including 
pecifie procedures for the preparation of laminating material, types of adhesives 

» be used, the limitations of each, calculation of strength, the effeet of size and 
position of defects, type and spacing of joints, and curvature of laminations. 
The manual, just completed, is timely because of the demand for laminated 
onstruction in defense work. 

Strength of wood increases at low temperatures.—Assertions have frequently been 
made that wood becomes weak and brittle when continuously exposed to very 
ow temperatures. Recent investigations at temperatures as low as —300° F. 
lisprove this and show that some important strength properties of wood are 
actually increased, when compared with those at room temperature. Increases 
range from 40 to 150 percent depending on the property and the species involved. 
Fundamental knowledge of the behavior of wood at very low temperatures is 
upplicable to the use of wood for construction, containers, and shelters in the 
irctie regions, and for such nonmulitary uses as wood framing for storage tanks 
earrying liquid gas at —275° F. 

Wood sugar yields tripled.—Basic knowledge has recently been Paes on cellu- 
ose hydrolysis rates and yie — and methods of increasing them. Careful study 
of hydrolysis rates, crystallite lengths, and moisture adsorption values of cellulose 
has indicated that the nydrotyals of cellulosic materials proceeds, crystallite by 
crystallite, rather than by lateral or end attack. This offers a possible e xplanation 
if why cellulose is so difficult to hydrolyze in comparison, for example, with starch 
\ preliminary breakdown of the erystellite structure, on the other hand, could 
result in improvement in hydrolysis rates and sugar yields. This was demon- 
trated by irradiating cotton-linter cellulose and high-alpha wood pulp with high- 
oltage electrons, thereby reducing the size of the cellulose erystallite. The result 
was a significant increase in the rate of hydrolysis. In small-scale laboratory 
tests an exposure of 108 equivalent roentgens increased the rate of hydrolysis 18 
times and triple d the yield of wood sugar. 

Basic principles of house construction presented in manual.—Good principles of 


house construction are all too freq iently violated, with the result that the home- 
owner gets less than he should in the say of sound construction or pays for poor 
construction with increased maintenance costs. A thoroughly satisfactory house 


demands three essentials—an efficient plan, suitable material, and sound con- 
struction. The manual, Basie Principles of House Construction, prepared by 
the Forest Products Laboratory does not deal with the designing and planning of 
a home but does treat in simple form suitable materials and sound construction 
practices that will help anyone build a better house. It will serve as a guide to 
builders and prospective homeowners, aid in training apprentice builders, and 
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furnish a standard by which one can judge the quality of the construction of , 
house. 

Preservation of wood in glued products—Glued wood products, in the form of 
plywood, laminations, and other built-up products, are increasingly used under 
adverse conditions of exposure. This has created the need for information bot) 
on the preservative treating of glued material and on the gluing of treated wood 
Tests on products glued with several common synthetic resin adhesives anq 
subsequently treated have shown that none of 7 commercial wood preservatives 
and 1 fire retardant, applied by pressure, had any harmful effects on the strengt 
and durability of the glue bonds. The glue joints were evaluated shortly after 
treating and again after 2 and 6 years of aging. 

House paint maintenance simplified—A house paint maintenance study on 
representative exterior paints and painting systems that was started in 1936 has 
reached a significant stage. The results reveal that painting too frequently or 
too generously produces paint films of excessive thickness. Excessive film 
thickness, in turn, causes such excessive checking, scaling, and peeling that 
complete and expensive removal of the old paint is necessary. These findings 
are of importance in two respects. They indicate repainting schedules that 
should result in decreased painting cost and improved paint service to the house- 
holder. They also indicate means of evaluating paint service in shorter periods 
than the 16 years required for this study. 

Reducing losses in veneer logs—The growing scarcity of Douglas-fir peeler logs 
makes it imperative that maximum yields of veneer be obtained from them 
Studies of Douglas fir log grades and yields, although not yet completed, have 
already demonstrated that in every 100 veneer or peeler logs, 67 lineal feet (or 
about 2 logs) are lost because of improper trim allowance when the logs were 
bucked in the woods. More exact log-length specifications will practically elim- 
inate this waste and will result in production of less veneer and plywood of 
substandard length. 

Growing better wood by controlling growth conditions.—As progressively greater 
areas of forest land come under intensive forest management, increased emphasis 
can be given to regulating tree growth in such a way as to control wood density, 
growth rate, strength, and other properties. In studies involving the defoliation 
of selected test trees of longleaf pine it was shown that the percentage of spring- 
wood (the more porous part of the growth ring) as compared to summerwood (the 
denser part of the ring) was reduced. This knowledge is important to silvicul- 
turists in planning stand density control and pruning practices: 


Masor Forest Propucts ProBLEMs IN NEED OF RESEARCH 


In response to Mr. Laird’s further questions about forest products and related 
problems in need of added research, the following is submitted. 

In addition to the enormous volume of wood that finds its way into useful com- 
modities produced to meet the demands of a growing economy, an equal volume is 
handled at some stage of the harvesting and manufacturing process but discarded 
and its handling cost added to the cost of the part utilized. Fiber for fiber the 
discarded material has the same potential utility as the part that is used. The 
economic drain imposed by the discarded portion continues because an adequate 
effort has not been expended to find practical methods for processing the techni- 
cally less tractable portions of the raw material. In view of the volume and 
importance of the resources involved and the great contributions to the economy 
that new or improved processing could bring the need is especially noteworthy. 
Proper utilization, brought about through research and the application of the 
results at all levels would transform into useful goods all the wood crop, including 
harvesting and manufacturing waste, and weed trees that are now left uncut 
though they impede production of future forest crops. 

To assist in bringing about the desired improvements more quickly, there is 
needed a great intensification of research and development work, particularly in 
the utilization of low-grade material for fiber and chemical products; in salvaging 
the residual parts of logs, trees, and material in process; in improved and more 
complete utilization of the diminishing supply of high-grade material and the 
increasing supply of second growth by improved fabrication and processing 
methods; and in Forest Utilization Service work to bring the results of research 
to points of application in industry. 

Among the problems whose solution would aid in accomplishing these ends are: 

Chemical utilization.—Woods residues resulting from lumbering operations, 
together with sawmill residues that find only partial use as plant and domestic 
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fuels constitute a loss of more than 100 million tons of natural resource material 
er year. This is equal on a weight basis to our total iron and steel production, 
and half of our total petroleum production. Extensive research should obviously 
be undertaken to develop methods for economically utilizing this vast amount 
of raw material. ; : 

ber products.—The limited research conducted on the fiber phase of this 
important problem up to the present time has resulted in the use of increasing 
amounts of waste in the manufacture of conventional fiberboards. Recent findings 
that high-quality fiberboards and molded objects can be made from dry-felted 
fibers With the addition of only small amounts of resin binders should greatly 
expand synthetic board production and further increase the use of wood waste. 
Research in this field should be directed toward the fundamentals of the effect 
of fiber size and shape on the properties of the product. Work on this fundamental 
approach and on the nature and extent of bonding should lead to improved and 
expanded synthetic board production, and ultimately to more complete use of 
wastewood. ; 

Hydrolysis of wood waste-—A wood-hydrolysis process has been developed 
through the pilot-plant stage by which a ton of molasses containing 50 percent 
of sugar can be made from the carbohydrate portion of a ton of wood. This 
molasses has been proven to be highly suitable as an animal feed. The process 
appears economically feasible at the present time under somewhat restricted 
conditions and in favorable locations. 

Fundamental research on the rate of hydrolysis has shown that higher yields 
of sugar can be obtained in a shorter period of time when the hydrolysis is con- 
ducted at higher temperatures than is feasible in the present pilot-plant equipment. 
Pilot-plant-scale hydrolysis should thus be undertaken at higher temperatures 
as it may give sufficient advantages over present methods to make the process 
economically advantageous under all, rather than limited conditions. 

Fundamental research on the reasons for the slow hydrolysis of wood cellulose 
have shown that it is due to the high crystallinity of the cellulose. Preliminary 
tests have shown that intensive grinding and irradiation with high-energy electrons 
breaks down the crystal structure and greatly increases the rate of hydrolysis. 
These findings should be followed up on an accelerated basis. 

Wood-sugar products.—Wood sugar is not only suitable for an animal feed, 
but it has been shown to be an excellent starting material for making such fermen- 
tation products as ethyl elcohol, a feed yeast high in vitamins, yeasts high in fats, 
glycerine, butylene glycol, and acetic, butyric, and lactic acids. Work along 
all of these lines should be expanded. By other reactions, wood sugars can be 
converted to such products as sorbitol, glycerine, glycols, and sugar acids. This 
highly promising field of research should be further expanded both from funda- 
mental and applied standpoints. 

Chemical conversion of lignin.—Next to cellulose lignin is the most important 
constituent of wood, making up about 30 percent of the whole wood. It has not 
found extensive use because it lacks fibrous properties and its chemistry is less 
understood than the other wood components. In the manufacture of paper from 
wood, the amount of lignin discharged into rivers or burned as an inefficient fuel in 
the recovery of chemicals amounts annually to twice the nonferrous-metal produc- 
tion of the United States. Although the complete structure of lignin is still 
unknown, it is known to contain valuable benzene rings. Up to the present time, 
no way of isolating these rings in simple form has been found. The best means of 
chemical breakdown thus far found is by hydrogenation, which yields complex 
mixtures of cyclic alcohols, phenolics, and neutral oils. Further research on the 
constitution of lignin and its decomposition reactions is badly needed, for it is 
through such information that economic commercial uses will be developed. 

Fundamental research.—All of these problems aimed at the utilization of wood 
waste and neglected species of timber can be most effectively solved from the 
fundamental approach. It is necessary to know far more about the chemical 
constitution of wood components, the way they are put together, their physical 
properties, the nature and mechanism of their reactions, and the chemical and 
physical properties of the products. With this background, the design of processes 
to carry out the desired chemical or physical changes in wood or wood components 
can be shifted from an empirical to an exact approach. 

Relation of growth condiiions to wood quali/y.—Investigations have shown that 
the quality of wood including such characteristics as density, shrinkage, hardness, 
and other strength properties, are frequently highly variable within a species, 
Some of these variations are caused to a considerable degree by environmental 
conditions affecting the growth of trees in the forest and are subject to modifica- 
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tion by the silvicultural practices used in forest management. Studies of wood 
properties in relation to growth conditions will yield information that can hp 
applied in growing new crops of timber in order to produce a maximum quantity 
of usable lumber of the best grades and thus make timber growing a more profit 
able use of commercial forest lands. 

Development of nordes'iuctive se ection methods.—In certain uses of wood it 
important to insure against any defects or lack of quality that impair strength or 
serviceability. In ladders, for example, despite all the care used in selecting 
dependable material, serious accidents and even loss of life occasionally occyr 
because of undetected defects in the wood. Lack of toughness in tool handles 
under severe stress sometimes results in serious accidents. 

The grading for strength of structural timbers on surface appearance only 
results ip pieces of widely varving strength being placed in the same grade. The 
design stresses permitted for any grade are based on the weakest pieces admitted 
to the grade with the result that the stronger pieces are penalized. A practica) 
method of classifving timbers according to their actual strength, toughness, and 
freedom from disqualifying defects is greatly needed from the standpoint of safety 
to life and limb, conservation of material, and reduction of material and processing 
costs 

Promising prospects for the successful development of such classifving and 
selection methods lie in the study of the electrical and vibrational properties of 
wood, in appearance under different kinds of light, in some structural details, 
sometimes in reactions to chemicals, and no doubt in other respects. All thi 
knowledge of these facts should be brought to bear in a search for a nondestructive, 
practical, economical method for the satisfactory selection of wood for essential! 
products. 

Dry kin mechanics.—As wood-waste utilization at producing mills and using 
factories increases, the costs of steam generation using other fuels increases, 
making the consumption of steam by the drv kilns an important cost iten 
Studies are needed to show the influence of drying schedule manipulation o1 
steam consumption. In addition, the effect of automatic control of venting and 
control instrument adjustment on steam savings needs to be studied, particular|, 
to demonstrate that savings can be appreciable. 

Preservation and protertion of wood.—The Nation’s forest resource is rapid! 
changing from old-growth virgin timber that vields a high proportion of hig! 
grade, durable wood to predominantly small, faster growth timber of higher non 
durable sapwood content and species of low natural durabilitv. Many of th 
little-used species are difficult to treat satisfactorily. Likewise, second-growth 
wood of variable density presents painting ard other protection problems. Large 
volumes of wood are used vearly under conditions such that decav, insects, fire, 
and weathering are the limiting factors in serviceable life. To make the presentl 
available and progressively increasing supplies of less desirable and less durabl 
wood serve the needs of the country adeauately and economically requires a: 
expanded program in the preservation and protection fields. 

Veneer and plywood.—The demand for veneer logs continues to increase; vet 
potentially useful species are neglected and a large quantity of wood suitable for 
high-grade veneer goes unused because of the lack of information on suitable 
techniques for cutting into veneer, drying the veneer, and gluing it into acceptable 
plywood. The problem is nationwide in scope, and the unused material ranges 
from giant redwood logs containing peripheral splits to eee logs too small 
to mount in a rotary lathe. It will require broadening the base of supply by 
introducing new species and lower quality logs, reducing waste by improving 
techniques of cutting and drying, wider use of upgrading by overlays, and intro- 
ducing and expanding new techniques, particularly slicing. 

For the current (1953) fiscal year, $1,231,318 is available for forest-products 
research. This is a reduction of about 20 percent below the amount available 
for 1947. With respect to a desirable financial program for forest products or 
other forest research, the following is quoted from a report submitted at hearings 
before the Subcommittee on Appropriations, United States Senate, 81st Congress 
2d session, on the agricultural appropriation bill for 1951, pages 501 and 502. 

‘The study of the present status of Federal forest research on problems of 
regional and national significance indicates that about half of the immediate 
high-priority problems are being investigated. The financial program provided 
in the table following is designed to meet the immediate needs in each major field 
of forest research. The report is essentially the same as was included in the 
5-year forest-research program submitted to the Congress in compliance with a 
request made by the House Committee on Appropriations during consideration 
of the 1947 agricultural appropriation bill * * *.” 
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Financial program 


{In thousands of dollars} 


Distribution by years 


hat | 
Research fields Bnd Budget 

avail estimate, | Ist year! 2d year | 3d year |4th year|5th year 
ible, 1951 

1950 


d range Management ! 2, 900 : ‘ 3,7 7 4,900; 5,500 
products 1, 193 2, 2, 500 | 2, 800 
t-resource investigations RSS ; , 67! 2, 2, 400 2, 600 


Total 4, O76 5,! 5 { ; 9, 800 10, 900 


luding fire control 


STaTE AND Private Forestry CoopreRATION 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 
Appropriation or estimate $10, 795, 000 $10, 792, 708 $10, 978, 000 


bursements from non-Federal sources 22 
nbursements from other aceounts 209 10, 000 10, 000 


lotal available for obligation , 795, 331 10, 802, 708 10, 988, 000 
bligated balance, estimated savings 17,145 } 


Obligations ineurred , 778, 186 10, 802, 708 10, OSS, 
nparative transfer from ‘Flood prevention, Agriculture’’ 31, 555 71, 776 


lotal obligations ‘ 10, 809, 741 10, 874, 484 10, O88, 000 


TE There are available as a credit to this appropriation collections from States of their share of the 
if providing technical timber management services to owners of private forest land (16 U. 8, C, 572). 


Obligations by activities 


j . . ro 
Description 1952 actual | 1953 estimate | 1954 estim 


Direct Obligations 


Cooperation in forest fire control. _. $9, 445 $9, 449, 500 $9, 499, 500 
2. Cooperation in forest tree planting 445, 736 447,061 | 447, 061 
3. Cooperation in forest management and processing 630, 768 633, 904 | 633, 904 
4. Cooperation in farm forestry extension 102, 673 107, 543 107, 835 
5. General forestry assistance 52, 7: 154, 700 154, 700 
6. Additional measures to accelerate flood prevention _. 31, 5S: 71, 776 | 185, 000 
7. Obligations under reimbursements from non-Federal 

sources 


Total direet obligations 532 10, 864 
Obligations Payable Out of Reimbursements From Other Account 
1. Cooperation in forest fire control 209 10, 000 10, O06 


Total obligations 10, 809, 741 10, 874, 484 : 000 
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Obligations by objects 





Object classification 1952 actual | 1953 estimate | 1954 estimate 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees. -...............-.-...-.--... 


Average salaries and grades 
General schedule grades: 
Average salary 
Average grade . 
Ungraded positions: Ave: rage sal: ary 


Personal service obligations: 
Permanent positions $706, 513 | 726, 380 
Part-time and temporary positions 5, 756 | 11, 107 | 
Regular pay in excess of 52-week base 2, 421 2, 476 
Payment above basic rates 956 254 


Total personal se 7 715, 646 740, 217 


Direct Obligations 


01 Personal services_. 715, 437 739, 217 
02 Travel 60, 983 61, 955 
03 Transportation of things at cncicial havea elicit 12, 22 11, 475 
04 Communication services 6, 020 4, 656 
05 Rents and utility services 1,977 | 2, 250 
06 Printing and reproduction 54, 757 55, 000 55, 000 
07 Other contractual services 35, 167 20, 677 20, 677 

Services performed by other agencies init 21, 184 | 17, 025 7, 025 
08 Supplies and materials : 36, 27: 34, 038 34, 348 
089 Equipment 7, 731 7, 800 7, 806 
11 Grants, subsidies, and contributions , 857, 518 9, 910, 036 , 010, 596 
15 Taxes ssessments | 341 | 415 415 


| 





Subtotal j 10, 864, — 10, 978, 060 
Deduct charges for quarters and subsistence - -.-............-..- | 85 60 
Total direct obligations | 10, 809, 532 | _ 10, 864, 484 | 10,978, 





Obligations Payable Out of Reimbursements From Other Accounts 
01 Personal services Loaceeuennap iad 209 | 1, 000 
02 Travel : | 1,000 | 
08 Supplies and materials J aivnetel iilibantie : 8, 000 | 
Total obligations payable out of reimbursements from | | 
other accounts nbd ‘ | 209° 10, 000 | 10, 000 





Total obligations. ..._.__-. cece catia icone 741 | 10, 874, 484 10, 958, 000 
| 


Analysis of expenditures 


| 


1952 actual | 1953 estimate | 1954 estimate 





Unliquidated obligations, start of year. .-..-- sete : : $802, 547 $837, 2 
Obligations incurred during the year_....-- -ecencee-------| $10,778,186 | 10,802,708 10, 988, 
10, 778, 186 11, 605, 255 11, 825, 256 
Deduct: 
Reimbursable obligations deen 331 10, 000 
Unliquidated obligations, end of year. ‘ 802, 547 | 837, 255 


Total expenditures_...........-- 9, 975, 78, 908 | 10, 758, 000 


Expenditures are distributed as follows: bi 
Out of current authorizations. . en awtrttenl , 975, 308 , 970, 10, 133, 000 
Out of prior authorizations Ronde weilbsw (ooteen ime Rod 788, 000 822, 000 





Mr. ANpERSEN. We will go into the State and private forestry 
cooperation appropriation. We will insert pages 416 and 418 through 

422 of the justification at this point. 

(The pages referred to are as follows:) 
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State and private forestry cooperation 


Appropriation Act, lens te sane oosnsks Seth cals ce eet aia tint nis cats alias $10, 793, 000 
Recuictiaer RUNNIN UL, @EMCL oS. 5 5b watiaeages 4alwenas — 292 
\ctivities transferred in 1954 estimates for ‘‘Flood prevention, 
agriculture’ for measures contributing to flood prevention- ----- +71, 776 
TE CPOE nan Sh wknd idee wt oeialeien wth tmmbeet 10, 864, 484 
Revise en HORII RRL. obs kcdiee naw onvinhene nant 10, 764, 000 
SRN rich ai ddidin bibdin asin eileaadindiin ddbwaine Did — 100, 484 


Summary of decreases, 1954 


Decrease in cooperative farm forestry extension work __~-_.____--_- —$19, 543 
Reduction by curtailing specialist services to the States, private 

forestry consultants, industries, and the Department of Defense- — 25, 000 
Decrease due to deferment of construction of certain cooperative 

fire control improvements in flood prevention projects_______-_-- ~-55, 776 
Decrease WO TOMRG-O8 GSGmMAlS. .. .. . 6. dc enced cn cotta veeo.--e —165 


Project statement 











i 1953 . 1954 revised 
Project 1962 | (estimated) | Decrease (estimated) 
1, Cooperation in forest fire control_.....-- ecinntaibblied $9, 445, 940 | $9,449, 500 |_...........| $0,449, 500 
2. Cooperation in forest tree planting.................-- 445, 736 447, 061 — $61 447,000 
3. Cooperation in forest management and processing - - - 630, 768 633, 904 —104 633, 800 
4, Cooperation in farm forestry extension...........-..- 102, 673 107, 543 —19, 543 88, 000 
5, General forestry assistance_..................-...---- 152, 738 154, 700 — 25, 000 129, 700 
6. Additional measures to accelerate flood prevention - . 31, 555 71, 776 — 55, 776 16, 000 
a ee Dy EE Ebhiedes nantes Jocee nen --e-|noe--nen ; 
Total available or estimate____................... 10, 826, 555 | 10, 864, 484 — 100, 484 10, 764, 000 
Transfer in 1954 estimates for ‘Flood prevention, Agri- 
COE ncnenneren Sistine endaehddauiaaie aie aad —31, 555 —71, 776 
Rete Pees 00 ONG. SEF... oo cc cccecenescsdictsdfuwececccesss +292 
Total appropriation or estimate._................| 10,795,000 | 10, 793, 000 











STATUS OF PROGRAM 
Current activities 

This program, for the most part carried on in cooperation with the States, 
encourages private timber growing through assistance in preventing and sup- 
pressing forest fires, reforestation of denuded areas, good management of wood- 
lands, and farm forestry extension work. 

The program centers on forest land in private ownership although to a minor 
degree it includes State-owned lands and Federal lands under long-term lease to 
the States. The privately owned lands comprise three-fourths of the Nation’s 
commercial-forest area. They are the most productive and accessible forest 
lands and from them comes almost 90 percent of all timber cut. The program 
further centers on small forest properties in private ownership because (1) 76 
percent of the private commercial forest acreage is in small holdings averaging 
only about 62 acres each, (2) the small-owned group includes 99 percent of all 
private forest owners, and (3) present cutting practices are poorest on these small 
properties and their owners do not have the technical knowledge or skills neces- 
sary to put their woodlands in productive condition. 


Recent progress and trends 

Cooperation in forest fire control.—The States continued to increase their acreages 
of State and private lands placed under organized cooperative protection from 
wildfires. For the calendar year 1951 this increase amounted to 2.8 miuion acres. 
During the 5 years prior to 1951 the increase in lands protected amounted to a 
average of more than 12 million acres per vear. 

The west coast had the most critical fire situation. The season was one of the 
most severe on record. Northern California was devoid of rain from early May to 
late October. In Washington and Oregon the drought lasted from early April 
throughout July. In these States the number of fires increased by nearly 20 per- 
cent and acreage burned increased by about 3 percent. The damage was almost 
double that of the previous year. 
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For the Nation as a whole the percent of area burned was slightly less tha 
1950, being 0.84 percent on protected areas and 11.5 percent on unprotected ar 
Man-caused fires decreased by about 22 percent; acreage burned decreased }) 
about 32 percent. 











Enforcement of State fire laws is encouraged as an important means of 
prevention. Investigations are conducted of all man-caused fires. Whil 
percentages of all fires on protected areas resulting in prosecutions for violations 
of State laws decreased from 7.5 percent in 1950, to 6.4 percent in 1951: there 
an increase in the percentage of convictions from 91 percent in 1950 to 93 per: 
in 1951. 

Although the Federal appropriation for this work in fiseal year 1952 
slightly less than in fiscal year 1951, the State and private agencies during 
fiscal year 1952 increased their expenditures by approximately $2.5 millioy 
See table attached for comparison of Federal and State and private expend 
tures 
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Nevada 
New Hampshire 





26, 972 


127, 353 











Alabama $700, 796 $325, OR2 New Jersey $250, 432 $93 
Arkansas 585, 101 247, 589 New Mexico 6, 780 25, OOK 
California 5, 054, 585 1, 416, 379 New York 836, 247. 8h4 
Colorado 98, 327 25,000 || North Carolina 746, 277, 44 
Connecticut 9. 524 44. 376 Ohio 214, BQ). 304 
Delaware 8, 434 13, 500 Oklahoma 131, 84, 507 
Florida 1, 151, 762 531, 369 Oregon 2, 710, 612, 493 
Georgia 1, 858, 100 446, 423 Pennsylvania 455, 195, 343 
Hawaii 5, 419 Rhode Island 7 25, OM 
Idaho 321, 112 South Carolina 717, 276, 934 
Illinois 63, 792 South Dakota 28, 25, OO 
Indiana 97, 668 Tennessee 558, 162, 536 
lowa 14, 111 Texas 476, 182, 143 
Kentucky 199, 023 Utah 43, | 25, 000 
Louisiana 866, 159 Vermont 50, 25, OOK 
Maine 587, 475 Virginia 470, 932 | 211, 21 
Maryland 314, 108 Washington 1, 771, 171 560, § 
Massachusetts 283, 915 West Virginia 261, 744 141.3 
Michigan 1, 291, 183 Wisconsin 871, 227 305, 3 
Minnesota 882, 358 Administration, inspec- | | 
Mississippi 752, 016 tion, prevention, and | 

Missouri 478, 392 special services to | | 

Montana 156, S&T States | 5O9, 50K 


60, 283 Grand total 26, 643, 160 | 






The Federal Civil Defense Administration has officially included the protection 
of all wild lands from fire as part of the nationwide civil defense program. State 
and Federal protection agencies have submitted a comprehensive study and report 
on wild-land-protection needs in time of a national emergency. 

Other examples of recent cooperative progress: 

















(a) Steady progress in reducing the average size of fires—31 acres in 1951 
as compared to the 40 acres average of the 10 previous years. 

(b) Increased activity in training crew leaders and fire fighters. 

(c) Preparation of better fire plans, manuals, and cooperative protectior 
arrangements. 


a 























Increased procurement of mechanical line building equipment and 
radio equipment. 

e) Intensification of nationwide (Smoky Bear) and local fire-preventio 
programs designed to reduce the number of man-caused fires. 

') Increased activities by States in the enforcement of State fire laws. 

(g) Adjoining Canadian Provinces were granted consent and approval of 
Congress to participate in the northeastern interstate forest-fire-protection 
compact. 
























Coo peration in forest-tre e planting (Forest Service) The tree-planting job in this 
Nation is a big one. Over 60 million acres of denuded and poorly stocked forest 
land in private ownership can be made productive once more if planted. Low-cost 
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anting stock grown in State-operated nurseries has proved a powerful stimulant 

getting the many small owners to plant more of their idle acres. The avail- 
ibility of tree-planting machines in constantly increasing numbers makes the job 
asier and cheaper for the landowner. 

In fiseal year 1952 the 43 cooperating States and 2 Territories distributed about 
300,000,000 seedlings—enough to plant about 300,000 acres. Unfortunately this 
yas not well distributed throughout the country because 22 States distribute d only 
about 3 percent of the seedlings. The States ¢ ontributed about $1,500,000 to the 
ost of growing and distributing the trees. The Federal share was $445,736 

addition to providing the land for planting, the private owners invested, in 

ms of part of the cost of the seedlings and the planting costs, at least four times 
publie expenditure. 

Cooperation in forest management and processing (Forest Service).—An adequate 
forest resource is indispensable. The hard core of this Nation’s forest-resource 
roblem is the present unproductive condition of small forest holdings. These 
egregate three-fourths of the total private ly owned forest acreage and more than 
half of all forest land, public and private, in the country. They are held in more 
than 4 million individual small ownerships. Less than 5 percent of these small 
orests are now in good productive condition. 

Experience shows conclusively that many of these small-forest owners must have 

lividual on-the-ground technical assistance and direction if the downward trend 

forest productiveness is to be reversed. This assistance is an essential comple- 
ent to mass educational efforts. The 260 service foresters employed coopera- 
ively by Federal and State forest services are beginning to make substantial 
rogress in helping landowners make these forests productive again. In fiscal 
ear 1952 they got 27,933 small woodland owners headed toward useful forest 
roduction on a total of 2,501,317 acres. At the end of the year there was a 
acklog of 4,623 requests for assistance which could not be reached. 

Cooperation in farm forestry extension (Extension Service).—In line with the 
\gricultural Extension Service philosophy to help farmers help themselves, the 
xtension foresters carry on an educational program among farmers through county 
igricultural agents. The farm forestry extension program provides information 

woodland management, harvesting, marketing, and utilization of forest prod- 

ts; tree planting for future forest crops, erosion control, protection to farmsteads, 
crops, livestoek, and soil; wood preservation; production of maple sirup and naval 
stores; fire prevention and control; wildlife conservation; and forestry projects for 
iral youth, 

Special emphasis is being placed on tree planting, woodland management, 
preservation of lumber and posts, and sawmill short courses. 

a) Extension foresters in all States are assisting farmers with reforestation 
problems and demonstrating how to plant the seedlings distributed by State 
forestry departments. In Georgia, 150 planting machines were purchased by 
the banks in the State, and were made available to farmers, free of charge, through 
‘ounty agricultral agents. Plans are being made to increase tree-nursery produc- 
tion during the next 5-year period to 100 million seedlings per year (treble the 
present production), which means Georgia is looking forward to a jong-time sound 
nvestment and the farmers will benefit thereby. 

(b) The treatment of wood products with preservatives is making rapid gains 
on farms in South Carolina, Alabama, Georgia, Louisiana, and other States. The 
Idaho Extension Service advises that savings to farmers of the State by following 
recommended treating practices will total $383,000 per vear for fence posts alone, 

(c) Sawmill short courses conducted in Illinois, Missouri, Kentucky, West 
Virginia, Washington, and Wisconsin have effected substantial savings to farmers 
and to small sawmill operators through improved sawing methods, log grading, 

and better utilization, all of which aid in the defense program. 

Latest reports show that farm forestry extension activities were conducted in 
nearly 26,000 farm communities. 

While this extension forestry program with the States was intended to be on a 
matching basis, the States are financing more than half the cost. 

General forestry assistance (Forest Service).—As the major Federal agency dealing 
with forestry, the Forest Service gets thousands of inquiries and requests from the 
general public for information on forestry matters. Most of the inquiries from 
private consulting foresters, State foresters, professional forestry schools, industrial 
foresters, and from other Federal departments are highly technical and ordinarily 
the information or technical advice needed is not available anywhere else. Much 
of this requested assistance is given by field technicians of the service and involves 
numerous field surveys, consultations, ete. Also included in this item is ad- 
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ministration of nearly 500,000 acres of federally owned forest land under long-term 
lease to the States. 


Additional measures to accelerate flood prevention.—A phase of the flood-preyep- 
tion programs is the intensification of fire protection on private forest lands for 
the purpose of maintaining and improving forest cover in order to increase infj}- 
tration in forest soils, thereby controlling runoff and checking erosion. This work 
is done in cooperation with the States of West Virginia and Virginia in the Potomac 
River watershed, Georgia in the Coosa River watershed, and Mississippi in the 
Little Tallahatchie and Yazoo River watersheds. The States share equally with 
the Federal Government in financing the cost of installing improvements. [pn 
Mississippi and Georgia there is similar equal sharing of the costs of operating and 
maintaining the fire-control organization related to the installation program. In 
the Potomac watershed the costs of operation and maintenance are shared with 
the States through the regular cooperative Clarke-MeNary fire-protection program 
under which local contributions are considerably more than half the total. 

In the fiscal year 1952 there were cooperatively installed 1 lookout tower, 6 
lookout cabins, 2 lookout water-supply systems, 15.3 miles telephone lines, 1 radio, 
1 fire truck, 1 fire plow, 1 fire tractor, miscellaneous fire-fighting hand tools and 
5.3 miles of roads to a lookout tower. At the end of the fiscal year 1952, installa- 
tion was completed in Virginia, nearly finished in Georgia, about three-fourths 
completed in West Virginia and about one-third completed in Mississippi. 


Mr. ANDERSEN. Who would you like to have make a short statement 
relative to this project, Mr. McArdle? 

Mr. McArp.ts. Mr. Swingler will handle that. 

Mr. Swineter. As you gentlemen know, this is our cooperative 
work in which the Federal Government, working primarily through 
the Forest Service and partly through the extension service, and the 
State governments, working primarily through the State foresters and 
partly through the land-grant colleges, and the private industries, 
cooperate in the prevention of forest fires, the protection of privately- 
owned forest land from fires, for the better management of that 
privately owned land, and for raising and distributing forest trees for 
planting on that privately owned land. 

There are no increases being requested at this time. 

Mr. ANDERSEN. Please describe the Clark-McNary fund. 

Mr. Swineiter. The Clark-McNary fund, which is the largest 
and best known of our cooperative programs, has to do with the pre- 
vention and suppression of forest fires on 427 million acres of privately 
owned land here in the United States, which is about 75 percent 
of all the land in the country. That program started back in 1911 
under the Weeks law, and was supplemented in 1924 by the Clark- 
MeNary Act and that is the law under which we are now working. 

We try to do two things under that program: First, increase the 
type of protection; and second, swing from this so-called area of non- 
protected land over to protected land. Right now we have 63 million 
acres of privately owned forest land in the United States that have 
no organized fire protection of any kind. To show how serious that 
is, on our protected lands in 1951 a little less than 1 percent of the 
area burned over, the figure being 0.84 percent, to be exact. 

About 11% percent of the unprotected land burned over. In other 
words our unprotected land is being damaged or destroyed 13 times 
faster than our protected land. 

Our first objective is to change all of the forest land from the un- 
protected to the protected classification if we can; and, secondly, 
to do this without reducing the level of protection of the land we 
already have under protection. 
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During the past 5 years, we have changed from 1 category to the 
other about 36 million acres. That is real progress. That is some- 
thing to be proud of. 

There are two things that concern us. During the past year only 
3 million acres were transferred from unprotected to protected areas. 
In other words, the rate of putting new areas under protection becomes 
less and less each year. 

The second thing, and the thing that concerns us even more, is the 
fact that a number of the States that have been taking in the bulk of 
this unprotected land and putting it in the protected column have 
been doing it with only slight increases in appropriations, either State 
or Federal. Last fall a real tough fire situation showed that up very 
sharply. In those States where there has been a well-organized fire 
protection organization for years, they came through that crisis in 
pretty good shape. But in other States, especially these States that 
over the past 5 years have ‘been taking quite a lot of land out of un- 
protected and putting it in the protected classification with very little 
more money, things blew up and we really had a catastrophe on our 
hands. We have come to look at it not just as the number of acres we 
are putting into the protected class, but we realize that we can not do 
that effectively unless the State forester has more money to increase 
the level of protection. 


Another of the cooperative programs has to do with furnishing technical forestry 
advice to owners of private forest land and to small wood processors. There are 
now 260 State-employed foresters engaged in this type of work. A portion of the 
salary of these men is paid from this appropriation. 

In fiscal year 1952, these men worked with 27,933 landowners on approximately 
21% million acres of forest land. The services of these men are now available in 
1,200 forested counties, at least in part. It is estimated that their services are 
needed in 2,600 counties. So, while the progress to date has been gratifying, 
much remains to be done. 

During the past few years, effective cooperation has been developed between 
the State-erployed foresters and the privately employed foresters, so that today 
there is little duplication of effort in this field. 

A third cooperative program between the Forest Service and the State foresters 
covers the production and distribution of forest tree seedlings. In fiscal year1952, 
the State nurseries cooperating under this program distributed nearly 300 million 
seedlings. This was the highest figure in our history. If we are to restock the 60 
million acres or more of land in need of such treatment, we should be producing 
and distributing 1 billion seedlings per year. So, again, I might say that while 
progress has been gratifying, much remains to be done. 

One of the items in this appropriation concerns the extension service and the 
land-grant colleges. The extension directors and the extension foresters, through 
this program, work very closely with the State foresters on all of the other coopera- 
tive programs of which I have been speaking. The Extension Service handles 
the broad, educational phases of these cooperative programs, especially in the 
fields of tree planting and better woodland management. The cooperation be- 
tween the State foresters and the extension foresters is proving very effective. 


VIOLATIONS BY STATE 


Mr. Anprrsen. Do you have the list of violations in each State? 
I hope you will include a summary in the record, including the number 
of convictions. 

Mr. Swinater. I will be glad to put that in the record. 

(The material referred to is as follows:) 
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Report of prosecutions of forest fire 
year 


Number 


tions of fire law vio- 


lations 


Technical 
violations 


Alabama 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho ( 
Illinois 
Indiana 
Kentuek y 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minr 
Mississippi 
Missour 
Montana 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
rennessec 

l'exas 

Utah 

Vermont 
Virginia 

W ashington 
West Virginia 
Wisconsin 


northern and southern 


1esota 





The 1952 total of 7,1! 


PERSONNEL GRADE 


Mr. ANDERSEN. 
request is 8.1. 
How do you explain that? 

Mr. LoveripGe. 
Mr. Swingler. 


of prosecu- 


Technical | 
violations 


Escaped 
fires 


CLASSIFICATION 


law violations on State and private lands, calenda; 
1952 


Number of convictions 


Escaped fires 


253 

64 

230. 

153 

29 (4 pending) 
40 (3 pending) 


11 (1 pending) 
l 


(33 assessed costs 
(costs) 


} pending; 3 cost 


2 
0 
te 


17 
1 
1 
60. 

366. 

1 

219. 

suy 

32 (5 pending 


319 (costs). 
9 


287. 


60. 

38 (5 pending 
1 pending 

1] 

S05. 


219. 
196 


4,974 (22 pending) 


} prosecutions resulted in 6,557 convictions (91 percent). 


Your average grade as reflected in the 1954 budget 
That is far above the average for the Department. 


I am possibly better acquainted with that than 
This program is carried on on a cooperative basis. 


Our work in connection with it is mainly one of top-level cooperative 
dealing with the State foresters in their use of Federal funds. On 
the other hand, in our national forest program we have fire guards, 
timber markers, and clerks. They keep the average grades down, 
but in the cooperative work we have only a smal number and they 
are working mainly in a supervisory capacity. 
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CoopeRATIVE RANGE IMPROVEMENTS 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 


Appropriation or estimat ; 000 $531, 
Prior year balance available 31,3 558, 870 169, 
Reimbursements from other. accounts 17 | 
rotal available for obligation 931, 516 &, 870 700, 
ice available in subsequent year 558, 87 4, 000 


Obligations incurred 2, 6 09, 870 700, 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estim 


Direct Obligations 
mstruction and maintenance of range improvements S372 $699, 870 
Obligations Payable Out of Reimbursements From Other Accounts 
Construction and maintenance of range improvements 


Obligations incurred 7 699, 870 


Obligations by objects 
Object classification 1952 actual 1953 estimate 1954 estim: 


lotal number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average Salaries and grad 
General schedule grades 
Average salary 
A verage grade 
Crafts, protective, and custodial grades 
A verage Salary $3, 200 
A verage grad CPC-6.0 


Direct Obligations 


11 Personal services 
Permanent positions $3.5, GOR 
Part-time and temporary positions 162, YOS 
Regular pay in excess of 52-week base 138 
Payment above basic rates 2, 208 

lotal personal services 201,342 

02 Travel 

@& Transportation of things 

04 Communication services 

05 Rents and utility services 

07 Other contractual services 
Services performed by other agencies 

08 Supplies and materials 

09 Equipment 

10 Lands and structures 

15 Taxes and assessments 


Subtotal 
Deduct charges for quarters and subsistence 


Total direet obligations 


Obligations Payable Out of Reimbursements From Other 
Accounts 


0 Supplies and materials_-_- 176 


Obligations incurred : ‘ 372, 646 699, 870 
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Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estima 


Unliquidated obligations, start of year $110, 677 $89, 969 
Obligations incurred during the year 372, 646 699, 870 


pugieapecteigemnias | a 


483, 323 | 789, 839 | 


Deduct: : | 
Reimbursable obligations...............--.-.....-.-.--.-- a 
Unliquidated obligations, end of year 89, 969 | 119, 839 129, R39 


Total expenditures 690, 000 


Expenditures are distributed as follows: 
Gut of curves eutiverinatioas..... oo. csacsscccccccncccsesocs 1 e | 145, 000 450. 000 
Out of prior authorizations . _ | 525, 000 240, 000 





Mr. ANDERSEN. Now let us take up the cooperative range improve- 
ment work. We will insert puges 423 and 425 of the justification in 
the record at this point. 

(The pages referred to are as follows:) 


Cooperative range improvements 


Appropriation act, 1953 $310, 000 
Budget estimate, 1954 531, 000 


Increase -+- 221, 000 


(Although an increase of $221,000 in direct appropriation is requested for this 
item in 1954, there will actually be an increase of only $130 in the total funds 
programed due to the availability of prior year balances of $558,870 in 1953, of 
which $169,000 will be carried forward into 1954 for obligation in that year.) 


Project statement 


- 
1952 1953 (esti- | Increase or | 1954 (esti- 


ro} 
Project mated) decrease | mated) 


Construction and maintenance of range improvements $372,470 | $699, 870 | +$130 | $700, 000 
Prior year balance available_- et EE ----| 231,340 | —558, 870 +389, 87 — 169, 000 
Balance available in subsequent year +558, 870 +-169, 000 — 169, 000 nee 





Total appropriation or estimate 700, 000 | 310, 000 +221, 000 531, 000 
| | 


STATUS OF PROGRAM 


Of the moneys received from grazing fees from each national forest there is 
made available at the end of each fiscal year, when appropriated by Congress, an 
amount equivalent to 2 cents per animal-month for sheep and goats and 10 cents 
per animal-month for other kinds of livestock under permit on such national forest 
during the calendar year in which the fiscal year begins. The fiscal year 1954 
appropriation will be derived from fiscal year 1953 receipts and based on animal- 
months of permitted grazing in calendar year 1952. The funds are used mainly 
for the construction and maintenance of range improvements such as fences, stock 
watering facilities, bridges, corrals, driveways, etc., in order to protect or improve 
the future productivity of the range. 

In the 1952 Agricultural Appropriation Act, this item carried a provision 
requiring that every $3 of Federal funds be matched locally by $1 of non-Federal 
money. While about $166,000 in matching funds were received, the delay in 
getting these receipts and the amounts received were such that the program could 
not be fully carried out under the matching provision. However, the matching 
provision is not applicable in 1953 and obligations of $700,000 are anticipated this 
year. Cooperation in the form of cash contributions is augmented by sub- 
stantial amounts of labor and materials contributed by permittees to this program. 
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Mr. ANDERSEN. Mr. McArdle, whom would you care to have make 
a general statement on this? 

Mr. McArpug. Mr. Cliff will do that. 

Mr. Curr. Mr. Chairman, the cooperative range improvement 
item is authorized under the Granger-Thye Act which Congress 
passed several years ago. That act authorizes the appropriation of 
10 cents per cow -month and 2 cents per sheep-month of grazing on 
the national forests for range improvements. If the full amount 
authorized were appropriated, it would amount to about $700,000. 

In the fiscal year 1952 this committee recommended that this 
money be available only when matched on a 1 to 3 basis by the live- 
stock permittee. That matching provision was interpreted in such a 
way by the Comptroller General that we could not accept contributed 
labor or other nonmonetary cooperation, and we had difficulty in 
getting cash contributions to match it, and therefore the total amount 
appropriated was not used. The amount requested in the budget this 
year, When combined with the carryover, would bring the level of 
appropriations up to about $700,000 as authorized in the act. This 
money would be used for range improvements, such as fence construc- 
tion for management purposes, development of water, eradicating 
poisonous or other undesirable plants, and other work which results 
in improving the management productivity of the range. 

Mr. ANDERSEN. How much matching funds have you received in 
this program during the last 3 years? 

Mr. Curr. The matching provision applied only in fiscal year 1952. 
I made a statement earlier this morning with reference to other 
cooperation received from livestock permittees during the past 3 years. 

Mr. ANDERSEN. You might place a breakdown in the record 
this point. 

Mr. Currr. I will be glad to do that. 

(The tables referred to follow:) 


TABL E 1. —Cooperation by stockmen on range tmprovements 


| (2) Deposited cooperation (3) Undeposited cooperation 
vi | WLR AtdiebRh hs) eee Ate Ba oe dots ie Cee 
(1) Region total 
1951 | 1952 | Total 1950 1951 1952 Total 


i 
2,078 | 17,692 | 20,975 | 10,987 | 12,861 | 14,983 | 38,831 | —_ 59,806 
2,320 | 25,346 | 32,968 | 41,524 | 44,315 | 46,905 | 132,834 | 165,802 

3, 425 | 69,319 | 73,258 |439, 209 |443, 787 |369, 901 |1, 252,897 | 1, 326, 155 

2,886 | 38,366 | 44,353 | 42,425 | 56,444 | 35,693 | 134,562 178,915 

2 -| 715 | 1,143 | 69,934 | 82,596 | 81,545 | 234,075 | 235, 218 
10,561 | 8,581 | 18,996 | 38,138 | 43,568 | 51,207 | 70,551 | 165,326 | 203, 464 


Total. ............} 21,111 | 19, 290 |170, 434 ‘210, 835, 647, 647. 691, 210 |619, 668 |1, 958, 525 | 2, 169, 360 
| | | 





(2) and (3) Deposited cooperation, unde- | 


| posited cooperation (4) Grand 
(1) Region " total 


14, 989 | 32, 675 59, 806 
46, 635 72, 341 165, 802 
447, 212 | 439, 220 , 326, 155 
59, 330 | 74, 059 178, 915 
82, 506 | 82, 260 235, 218 
59, 788 | 89, 547 203, 464 


atin wasaaues ecdune : “ 568, 7! 710, 500 | 790, 102 2, 169, 360 
"Nore. Region l, Montar ina and North Idaho; region 2, Colorado, Nebraska, South Dakota, and eastern 
Wyoming; region 3, Arizona and New Mexico; region > Utah, Nevada, south Idaho, and western Wyo- 


ming; region 5, California; region 6, Oregon and Washington. 
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TaBLE 2.— Matching funds received, fiscal year 1952 


Region 1, Montana, north Idaho $17, 685. 48 
Region 2, Colorado, South Dakota, Nebraska, eastern Wyoming__._ 23, 628 7¢ 
Region 3, Arizona, New Mexico 68, 724. 0) 
Region 4, Utah, Nevada, south Idaho, western Wyoming 40, 829. 04 
Region 5, California 450. 00 
Region 6, Oregon and Washington 14, 345. 34 
Region 9, Missouri 520. 00 


Total_. 166, 183 13 


Mr. ANDERSEN. You might also indicate from whom you have 
received those funds, and what other types of contributions have you 
received. 

Mr. Curr. We will be glad to insert that in the record. 

(The information requested is as follows: ) 

The matching requirement was in effect only during fiscal vear 1952. Matchi: 
funds shown in table 2 were received from a large number of grazing permittees 
We do not have the names of the individual contributors—these are on file in our 
field offces—but the general areas in which the funds originated are shown | 
the grouping of States by regions in the table. 

Table 1 shows expenditures by grazing permittees during fiscal years 1950-52 
through both deposited and undeposited cooperation. Under deposited co- 
operation permittees contributed cash, and the work was done by the Govern- 
ment. Undeposited cooperation covers work done by the permittees and includes 
cash, and value of services, and materials. Kinds of work done include rang 
reseeding, eradication of competing vegetation such as juniper and sagebrush, 
and construction and maintenance of such physical range improvements as 
fences, corrals, stock watering facilities, trails, bridges, and stock driveways. 


RepurraL To Testimony or Mr. Forest Coorprer AND Mr. F. E. 
MOLLIN 


Mr. ANpERSEN. Mr. McArdle, as a matter of fairness, this com- 
mittee has always tried to hear both sides of controversial statements 
We have asked you, therefore, to come prepared to discuss some of the 
activities of the Forest Service which were brought to the attention of 
t).e committee last vear by Mr. Forest Cooper, of ‘Oregon, and Mr. F. E. 
Mollin, of Colorade. Do you have any comment on this matter? 

Mr. McArote. | will ask Mr. Cliff to make whatever comment he 
cares to make on this. 

Mr. Anpersen. Mr. Cliff. 

Mr. Curr. We appreciate the fairness of the committee in giving 
us an opportunity to present our side on some of these questions, 

On pages 2 and 10 of the hearing record the statement is made by 
Mr. Cooper that since 1922 the Forest Service has purchased about 
12 million acres of private land throughout the West, mostly by 
trading trees for deeds. 

That statement is just about 50 percent wrong. Instead of 12 
million acres acquired, the correct figure is little more than 5 million 
acres. Almost 400,000 acres of that was by donation. I will be glad 
to enter the precise figures in the record if you wish me to do so. 

Mr. ANDERSEN. I think it would be well if you did that. 

(The information requested is as follows:) 
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Up to June 1951 national-forest land obtained from the tax rolls (much of 
hich was tax delinquent) in the six western regions—inecluding donations, 
anges, and purchases was as follows: 


Acres 

394, 630 

398, 702 
4, 260, 923 


By purchase 
By donation 
By exchange (net) 
Total. __- 5, 054, 255 


Mr. Cuirr. On page 2, paragraph 4 of the hearing record, Mr 
Cooper stated: 

While these land acquisitions were going on thereby tearing down what little 
id valorem tax base the county-road systems and the rural school districts pos- 

ssed, and in spite of the loud opposition of the West in general * * *. 

Whenever exchanges are made they must be advertised in advance 
so that anyone having an objection will have an opportunity to pro- 
test. In addition it is our policy and practice to discuss proposed 
exchanges in advance with local county officials. Since 1922, a total 
of 2,254 land exchange transactions have been recommended by the 
Chief of the Forest Service under authorization of the General Ex- 
change Act. Only 50, or 2.2 percent, of these cases have been subject 
to or accompanied by an official objection, despite the fact that any 
individual or ageney has the right to file such an objection and 
secondly, no forest officer handling an exchange has the right to 
approve the proposal without attaching thereto and forwarding the 
objection submitted. They are required to file that objection with 
the Department of the Interior. The final approval of these exchange 
proposals rests with the National Forest Reservation Commission. 
So the implication in Mr. Cooper’s statement that there has been a 
storm of protests over exchanges all over the West is not correct. 

On page 2 of the rec ord, Mr. C ooper says that “the lieu tax revenues 
were also at a minimum,” and on page 10 he points out that in his 
own country in Oregon the national forest paid back, under the 25 
percent fund, only $3,500. He doesn’t mention the specific year that 
that minimum payment was made, and you have to go back to the 
mid 1930’s to find a figure that anywhere nearly approaches it. In 
1936 the payment to Lake County, Oreg., was $4,384.50. Actually, 
the return to this county in 1952 was $296,377.71, and during the 
past several years it has been comparably high. 

On page 10 of the record, Mr. Cooper says ‘that Nevada has 5 million 
acres of national forests without a tree of commercial timber on the 
land, and that the total national forest receipts from the State of 
Nevada are from grazing. 

Now, while it is true that the largest part of the national-forest 
receipts in Nevada is from grazing, there was income from other 
sources, including commercial timber sales in Nevada. The National 
forest was set aside primarily upon the demand of local people for 
protection of their high mountain watersheds. There is a total of 
1,691,000 acres of non-commercial timberland and woodland in 
Nevada national forests. There is 24,000 acres of commercial timber- 
land in Nevada national forests supporting about 89 million board 
feet of commercial saw timber. Some of the noncommercial timber 
is bound to come into commercial use in the future. 
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The record repeats several times that livestock numbers have been 
reduced by half on the national forests in the 11 Western States 
Mr. Cooper so states on page 10 of the record. Mr. F. E. Mollin. 
representing the cattlemen, mentions it on page 40 of the record, and 
a table inserted by Mr. Cooper on page 21 shows that livestock num- 
bers have been reduced by that amount. 

The reductions referred to are those made since 1918, and do not 
reflect the complete picture. It is well recognized that ‘the stoc king 
on national forests during World War I did not represent a nor- 
mal situation. During that period greatly increased numbers were 
permitted on the forests to further the war effort. The ranges were 
deliberately and heavily overstocked and that has proved to be a bad 
mistake. Using the permitted numbers of livestock on the national 
forests during the war year of 1918 as a basis for comparison with the 
permitted number during recent years is a biased approach. It is 
true that the number of livestock grazing on the national forests is 
smaller than it was in 1906 when grazing records were initiated. 
However, the actual decrease in total animal units is only 16 percent 
for the period 1906 to 1947 rather than 53 percent as shown in the 
table inserted in the record by Mr. Cooper which is based on the reduc- 
tion since 1918. Moreover, the decrease over the years has not been 
entirely the result of reductions for range protection. For example, 
during the 1940’s many voluntary removals of sheep were made 
because of economic conditions. 

Mr. AnpERSEN. Mr. Cliff, we are glad to have this response by 
Forest Service officials to the statements made last year by Mr. 
Cooper. As I stated before, I think it is only fair that you should 
have that opportunity. 


Mr. Curr. We appreciate it very much. 


Lanp Acquisition UNDER THE Weeks Act 


Mr. AnpersEN. Mr. Whitten, you have comments relative to 
certain reductions throughout the Forest Service, do you not? 

Mr. Wuirren. First, Mr. Chairman, I have a question in con- 
nection with the point that Mr. Marshall raised on land acquisition 
under the Weeks Act. In the event this money that is set aside by 
the law for acquisition of land for the national forests under the 
present statute is not expended for that purpose, would it remain in 
trust for the purposes of the act, or would it be absorbed into the 
Treasury as miscellaneous receipts? 

Mr. Hopkins. You are thinking of the special receipts acts? 

Mr. Warren. The Weeks Act. 

Mr. Hopxins. Under the Weeks Act the money that isn’t used 
goes back to the Treasury. 

Mr. WuirreNn. In either case the money goes into the Treasury? 

Mr. Hopxtins. That is right. 

Mr. Wuirren. In the event it is not expended for the acquisition 
of land within the year in which it is collected. 

Mr. Hopkins. The only exception is the Superior, which is a 
continuing appropriation. 





1351 


FLoop-PREVENTION FunpDs 


Mr. WuirreEN. I have listened very carefully to the statements of 
Mr. McArdle that these reductions were made under the stress of 
circumstances, and I have been a party to having to do that kind of 
thing myself, so I can appreciate his position. However, I want to 
say here that it is to be deplored that we have to reduce attention to 
our natural resources at a time when we are giving so much to others. 
The records show that we have spent as much as $30 million for 
reforestation in other countries, and the record shows that we have 
spent in excess of $200 million in the foreign-aid program on soil 
conservation in foreign countries through the use of counterpart funds. 

I make that statement to preface my inquiry about the reductions 
here in flood-prevention funds as they apply to the Forest Service. 

As I understand it, under the flood-prevention program, that part 
of it is assigned to the Forest Service. Now, what is the part that 
is assigned to you? 

Mr. McArpte. I will ask Mr. Loveridge to answer that. 

Mr. Lovertpasz. The former Secretary divided the Department’s 
responsibility for field work in flood control in the United States 
mainly between the Soil Conservation Service and the Forest Service. 

Primarily the Forest Service has been responsible for the mountain- 
ous and forested country, and the Soil Conservation Service respon- 
sible for the farmlands and the open country. The new Secretary 
may change that. 

Mr. Wuirttren. I want to narrow that down to the 11 watersheds 
in which flood-prevention work has been carried on and the 7 which 
have now been dropped from the budget. How is the responsibility 
and the authority divided on that? 

Mr. SaLmonp. It is divided on the basis of functional responsibility. 

Mr. Wuirren. Could we have that order in the record? 

Mr. Satmonp. There was an order issued in 1946 which generally 
delineates the responsibility of the Forest Service and Soil Conserva- 
tion Service. In addition the Secretary is releasing a revision of this 
order in a few days. Do you want this information placed in the 
record? 

Mr. ANDERSEN. Yes. 

(The information is as follows:) 

The Secretary of Agriculture’s Memorandum No. 1166 of June 27, 1946, out- 
lines the responsibilities of the Soil Conservation Service and the Forest Service 
for making preliminary examinations and surveys and for carrying on operations 
within approved areas. 

Section 2 of No. 1166 which is quoted below assigns bureau responsibility for 
conducting flood-prevention work: 

“The Forest Service and the Soil Conservation Service shall be responsible for 
making preliminary examinations and surveys of watersheds within areas of 
assigned territorial responsibility and for technical and administrative determina- 
tions involved in making such examinations and surveys. They shall also be 
responsible for carrying on operations within approved areas. They shall work 
cooperatively at all stages throughout the conduct of such preliminary examina- 
tions, surveys, and operations.” 

Under the above designation the Forest Service is responsible within approved 
areas (a) for treatment of all national forests and other lands administered by the 
Forest Service, (6) for treatment of range areas adjacent to national forests and 


used in conjunction with such forests, and (c) for treatment of other forest lands. 
The Soil Conservation Service is responsible for all other lands. 
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MEMORANDUM No. 1325 











RESPONSIBILITIES FOR THE FLOOD PREVENTION PROGRAM AND RIVER Basix 
INVESTIGATIONS 





The Secretary of Agriculture is authorized under the Flood Control Act oj 
1936, as amended and supplemented, to carry out a flood-prevention program 
by making preliminary examinations and surveys and installing works of improve- 
ment on the watersheds of specified streams. Also, under the flood control and 
various other acts, the Department is engaged in general basin investigations 
and the preparation of reports thereon, including the agricultural phases of 


comprehensive interdepartmental plans for development and 


improvement 
of such basins. 


To more clearly fix responsibility for these programs, to simplify 
administration and to promote efficiency, it is hereby directed that: 

1. In accordance with policies established by the Secretary, and under overal| 
guidance of the Assistant Secretary, the Soil Conservation Service shall hay; 
general responsibility for administration of the work of the Department authorized 
under the Flood Control Act of 1936 as amended and supplemented. The Servic: 
shall be responsible for the formulation and development of appropriate principles 
standards, criteria, and rules and regulations for the conduct of the program 
and for development of program plans and schedules for the making of preliminar 
examinations and surveys and for installation of works of improvement. 

2. Similarly, the Soil Conservation Service shall have general responsibilit 
for Department activities in connection with the river basin investigations ar 
the preparation of reports thereon. 

3. The Forest Service shall have responsibility, under such policies, principles 
standards, criteria, and procedures as are or may be established, for the making 
of preliminary examinations and surveys, the installation of works of improvement 
in connection with flood control, and the collection of data, necessary to the 
preparation of comprehensive river-basin reports, on: 

a) All national forests and other lands in the watershed or basin adminis 
tered by the Forest Service. 
(bh) Range areas adjacent to national forests in the watershed or basin and 
used in conjunction with such forests. 
(¢) Other forest lands within the watershed or basin. 
he Forest Service shall continue to cooperate and enter into agreements wit! 
and utilized the services of, State forestry agencies for these pruposes when Stat 
and private forest lands within the watershed or region are affected. 

In carrying out the responsibilities delegated herein, the. Soil Conservatio 
Service shall utilize the services of the Bureau of Agricultural Economics and 
other bureaus and agencies within or outside the Department where appropriate 
and desirable and where such arrangement will avoid the necessity for adding to 
the staff and functions of the Soil Conservation Service. 

The provisions of this memorandum shall become effective April 1, 1953. 

Except as modified by the provisions of this memorandum, existing Secretary's 
memoranda, the administrative regulations and other related documents, unless 
and until changed by the Secretary, shall continue in effect. 

True D. Morse, Under Secretary. 


Mr. Wurrren. We would like for a table to be inserted in the record 
at this point showing the amounts of money that have been spent for 
flood prevention during the last 15 years by the Department of Agri- 
culture. 

(The table referred to is as follows:) 


Amounts available for flood prevention and flood control fiscal year 1937 through fiscal 
year 1953 
Flood prevention, Department of Agriculture : $54, 522, 367 
Flood control, Corps of Engineers ; : 3, 619, 200, 000 
Mr. Wurrren. This is an old, old story to this: committee, but | 
mention it again for the record. In my own area the Federal Govern- 
meat passed an act in 1936, I believe, which provided for the building 
of four main dams and the stopping up of four main rivers and the 
creation of reservoirs. A part of that legislation provided for treat- 
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ment of the watersheds above them. However, the watershed treat- 
ment is lagging far behind, and only in recent years have we begun to 
give any real attention to it. Yet it was an obligation and a promise 
on the part of the Government at the time they stopped up the outlet 
of those streams. I see here under this revised budget that the funds 
for the Forestry Service for this flood-prevention work has been de- 
creased by $492,595. 

According to your justifications it will slow you down in fire pro- 
tection and planting of new trees on the 11 watershed areas. In 
addition it cuts out all such work in the seven new watersheds which 
had been approved for this year, but on which work has been stopped 
by the Bureau of the Budget. 

Could you give us the basis for that reduction? Was it based on 
vour recommendation, or was it something that came to you as a 
directive? 

Mr. McArpue. | wonder if Mr. Wheeler wants to comment on 
that? It concerns more than one bureau. 

Mr. Wueecer. The revised budget as it comes to Congress, as 
vou have stated, does eliminate all funds that were proposed in the 
original budget for initiating work in seven new watersheds. 

Mir. Wuirren. Could you insert the seven watersheds and the 
territory involved in them at this point in the record? 

Mr. WuHeeter. Yes, | can read them now or insert the information 
later. 

Mr. Wurrren. You can read those into the record. 

Mr: Wueever. The seven additional watersheds for which funds 
were proposed in the original budget were the Brazos in Texas; the 
Delaware in New York, New Jersey, Pennsylvania, Delaware, and 
Maryland; the Pecos in New Mexico and Texas; the Savannah in 
Georgia, North Carolina, and South Carolina; the Scioto in Ohio; 
the Snye in Illinois; and the Upper South Platte in Colorado. 

Mr. Wuirren. Could you give us the approximate area in square 
miles, the original authorization for this flood prevention work first 
passed by Congress, the date when the surveys were completed, how 
long they stayed in the Department of Agriculture before they were 
reported out by the Department, and how long they were held by 
the Bureau of the Budget? 

(The information requested is as follows:) 
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Mr. Wuirren. I am one of those who believes the answer to flood 
control problems should be the opening up of the stream at the mouth 
and work on the watershed instead of stopping up the middle of the 
stream about halfway down. 

When I realize that the topsoil of 50 farms 40 acres in size flows 
down the Mississippi River every day in the year, it concerns me 
terribly to see us neglecting our own country on soil conservation and 
contributing to the same type of work throughout the rest of the world. 
If there is any justification for this reduction that you gentlemen know 
about that is sound, I will be glad to have it in the record at this point. 

Mr. Wueecer. Are you speaking of the reduction in the seven new 
watersheds? 

Mr. Wuirren. Yes. 

Mr. Wueeter. The Secretary’s statement before this subcom- 
mittee addressed itself to the reason for that reduction, which, briefly, 
was the fact that legislation is pending in Congress with respect to the 
method by which the Department’s responsibility for flood prevention 
would be authorized and implemented, and, in addition, the new 
administration is making a study of the handling of these activities 
throughout the Government, and it was felt by the administration 
that until that situation had been clarified it would be wise not to 
initiate new projects that haven’t been authorized. 

Mr. Wuirten. The controversy, insofar as I know, in the Congress 
is a matter of jurisdiction, whether you are going to have it under the 
War Department, which builds the big dams, or under the Depart- 
ment of Agriculture, which builds the little dams. But, I cannot see 
why that in any way should affect that part of it which the Forest 
Service has primary responsibility for. 

Do you know of any reason? 

Mr. WHEELER. With respect to the seven watersheds, let me put 
it this way: The Department of Agriculture, under the flood-control 
program, has done flood-control works of improvement only in water- 
sheds where reports have been approved by Congress. The original 
budget proposed to move into seven watersheds where the survey 
results had not yet been approved by Congress. Until the review of 
the reports by Congress has been completed, or until a new method of 
handling the flood-prevention program has been agreed upon, it was 
the administrative determination not to move into new watersheds 
at this time. 

Mr. Wuirten. However, the Bureau of the Budget included these 
seven watersheds in the original budget recommendation. There 
must have been authority for that action. 

Mr. Wueeter. The proposal was to do so under authorities avail- 
able to the Department, other than the flood-control act. 

Mr. ANDERSEN. You say these seven reports have not been approved 
by the Congress? 

Mr. WHEE ter. That is correct. 

Mr. Wuirtren. Would you give the authority under which they 
were sent down by the Bureau of the Budget? 

Mr. Wuee.er. The estimates for proceeding in the seven new 
waterhseds? 

Mr. Wuirren. Yes, you state that other authority existed for the 
funds to be appropriated. I would like for that to be incorporated 
in the record at this point. 
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(The information requested is follows:) 


The legislative authorities for submitting the fiscal vear 1954 estimates of th, 
seven new watersheds are cited in an — wee 5547) of the Solicitor, Uni 
States Department of Agriculture, dated August 1952. The ongien cites th 
following acts of Congress as authority for doing es work proposed in 1954 
With respect to measures primarily for flood prevention 
Soil Conservation Act of April 27, 1935 
Soil Conservation and Domestic Allotment Act of February 29, 1936 
Title II], Bankhead-Jones Farm Tenant Act of July 22, 1937 


Acts relating to the administration of the national forests and the Title IT] 
Bankhead-Jones Farm Tenant Act lands 











With respect to additional measures to accelerate flood prevention 

Soil Conservation Act of April 27, 1935 

Soil Conservation and Domestic Allotment Act of February 29, 1936 

Clarke-MecNary Act of June 7, 1924 

Cooperative Forest Management Act of August 25, 1950 

Title Il], Bankhead-Jones Farm Tenant Act of July 22, 1937 

Acts relating to the administration of the national forests and the title II] 
Bankhead-Jones Farm Tenant Act lands 


Certain of the acts listed above contain limitations which would affect the extent 
to which the various measures may be carried out. The act of February 29, 1936, 
provides that no total payment for any year to any person shall exceed $10,000 
and contains a limitation of $500 million on the amount authorized to be appro 
priated for any fiscal vear. The limitations contained in annual appropriatio: 
acts for the agricultural conservation program concerning the distribution of 
funds among the States, maximum payments, and the next year’s program ar 
not a part of the permanent basic legis slation. Language to appropriate amount 
in excess of the advance authorization, therefore, would net be subject to a point 
of order. Section 2 of the Clarke-McNary Act authorizes a forest-fire preventior 
and suppression program only with respect to timbered or forest-producing lands 
or Watersheds from which water is secured for domestic use or irrigation. Sectio 


2 and 4 of tl 

























ie Clarke-MeNary Act also require the matching of funds, and the 
act contains limitations of $20 million ($19 million for fiscal vaer 1954) and 
$2,500,000 on appropriations authorized to be made annually to carry out sectio! 
2 and 4, respectivels The Cooperative Forest Management Act requires t! 
matching of funds and contains a limitation of $2,500,000 on the amount author- 
ized to be appropriated annually. 

The Bureau of the Budget approved the following appropriation language for 
the fiscal vear 1954 flood-prevention estimates: 

For expenses necessary, in accordance with the Flood Control Act, approved 

June 2: and supplemented and in accordance 





















22, 1936 (Public Law 738), as amended, 
with the provisions of laws relating to the activities of the Department, to make 
preliminary examinations and surveys, and to perform works of improv 


ment * * * 








This change in language would have relocated within the item the words ‘‘i 
accordance with the provisions of laws relating to the activities of the Department”’ 
to provide for the use of funds appropriated under this item for the installation of 
flood-prevention measures in accordance with existing authorities already availabl 
to the Department under other than the flood-control acts. 

Mr. Wurrren. With regard to the curtailment of work in the other 
11 watersheds, where you are probably 10 years behind the schedule 
originally set up, what justification is there for retarding the forestry 
work? 

Mr. McArp.e. | guess it just is one of those Hobson’s choices. 

To avoid any misundersts anding of our position, let me say that the 
Forest Service would be in a poor position at this time not to whole- 
heartedly endorse flood-control activities. We have done so for half 
a century and we have always considered it one of the most important 
activities in which we can engage. It is one of the reasons why 


national forests were set up 50 years ago. 
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Mr. Warren. What concerns me about this is this matter of 

ded jurisdiction and responsibility 

When I first came to Congress, 2 dams had been built and 2 others 

in the process of being built, and the watershed treatment 
of the same legislation was not being implemented at all. On 
stigation I found that the flood-control responsibility to build 

g ah ams in the main streams was assigned to the Corps of Engineers 

ey got their funds from a different subcommittee. In that same 

7 provided that the responsibility for the watershed work was 

» Department of Agriculture. The Department of Agriculture, 

coal its Soil Conservation Service, was giving little attention to 

the hillsides, and from the bottom of the hill en out to the main 

reams, nobody was doing the work. So, the hillsides were filling 

up the land where the people had to make their living and the answer 

of both the War Department and the Department of Agriculture 
was that the other was responsible. 

Finally, this committee wrote ip a provision providing that where 
one’s responsibility ended the sher’s began. This has * e . a 10-year 
fight and it is sorely trying to see this work curtailed at this time 
| hope that we may be able to remedy the situation. ‘ think the 
subject. will have more attention, Mr. Chairman, when we get to the 
flood-prevention item itself. 


Fitms AND Morton Pictures 


Mr. ANDERSEN. Mr. McArdle, I want you to place in the record 
answers to the following questions. 

First, | would like a short résumé as to what work Forest Service 
performs relative to films and motion pictures. 

(The information requested is as follows:) 


Résumé or Work Forest Servick PeErRForRMS RELATING TO FILMS 
sND Morion Picrures 


The Forest Service produces (under supervision of the USDA Motion Picture 
Service) and distributes (through field offices of the Forest Service, State con- 
servation agencies, State university and land-grant college libraries) motion 
pictures of a training or educational nature, or both. Examples of such films 
recently produced: 


Rebuilding With Grass—Private ranchers in Idaho, Utah, Nevada, and New 
Mexico tell about their work in reseeding and improving the management 
their depleted range lands. 

Waters of Coweeta—The results of research in forest-land management leading 
to practical application of watershed management. (Filmed at the Coweeta 
Hydrologic Laboratory, North Carolina.) 

Woodland Manners—An appeal to the millions of Americans who use the recrea- 
tional facilities in public forests and parks to reduce vandalism in these outdoor 
playgrounds, to help maintain and keep them in sanitary condition. 

Water on the Fire—A training film made in cooperation with the 14 Northeastern 
States to aid in the instruction of forest-fire fighters. 

Smokey Bear Trailers—Short subjects for use in schools, theaters, and on tele- 
vision to stimulate greater public consciousness and participation in the pre- 
vention of forest fires. Made in cooperation with the State forestry depart - 
ments and the Advertising Council, Ine. 


of 


EcoNoOMISTS 


Second, you have 31 economists in the Forest Service. We will 
want these positions listed, and a statement of their grades and what 
they are doing. 
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(The information is as follows:) 


Forest Economist 


A total of 30 forest economists are shown in the estimates for fiscal year 1953, 
all in the branch of research. These include the following positions: 


Depart mental: Field: 


(The figure of 31 positions previously reported inadvertently contained a forest 
economist field position in grade GS-14 at our Madison Laboratory when it 
should have been a technologist.) 

The economists in the Forest Service are all forest economists, trained in 
forestry, and engaged primarily in the collection and analysis of information on 
forest land and timber resources for the nationwide forest survey and related 
projects. This research includes collection, appraisal, and publication of a wide 
range of information on the area and condition of forest land, the volume, quality 
and location of standing timber, ownership of forest land and timber, timber 
growth and mortality, timber cutting, consumption and prospective use of forest 
products, the economic problems of timber growing and use, and other facts 
relating to possible ways and means of balancing the timber budget of the various 
States and the United States as a whole. 

The GS-14 position of Division Chief and the 11 GS-13 positions involve both 
supervisory and analytical duties including overall direction of the forest survey 
and related economic investigations as well as the interpretation and publication 
of data on forest resources and forest economic problems. Personnel occupying 
the GS-9, GS-11, and GS-12 positions are largely engaged in the compilation, 
analysis, and publication of forest-resource information collected by the forest 
survey. Nine of the thirty forest economists listed are engaged primarily in 
research on economic problems of forest production and utilization, including 
investigations of the financial aspects of forest and range production and use, 
preparation of special forest-resource reports on a variety of resource problems, 
studies of the special problems involved in forest taxation, forest credit, and 
forest insurance, and compilation of statistics on production, and value of forest 
products. 


RentTAL or Business MAcHINES 


Third, we will want in the record a short discussion relative to the 
use of IBM machines in the Forest Service, showing the percentage of 
time which they are being used. 


RENTAL OF Business MacHINES 


The Forest Service has under rental the following International business 
machines: 11 card punches, 5 verifiers, 5 sorters, and 5 accounting machines. 
This equipment is located at four forest and range experiment stations in Cali- 
fornia, the Central States, the South, and the Southeast, and at the Forest 
Products Laboratory at Madison, Wis., and in the Washington office of the 
Forest Service. 

Business machine equipment at the forest and range experiment stations is 
used for compiling research data collected in the forest survey, forest-fire studies, 
logging studies on experimental forests, and similar investigations. At the Forest 
Products Laboratory business machines are used for compiling a wide variety of 
data from forest products investigations and for compiling payroll records. In 
the Washington office business machines are used, in cooperation with the Exten- 
sion Service, to compile budget and fiscal statistics, forest-fire-control statistics, 
and data from research investigations. 

All of these business-machine installations are used practically full time, in 
part because the number of machines rented is varied from time to time to insure 
as full-time operation as possible. Business machines are used in place of manual 
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methods wherever the volume of statistical tabulation work is sufficient to result 
in savings in funds and time. 

The business machines in use at forest and range experiment stations are 
generally rented, partly because of fluctuations from time to time in the volume 
of statistical work suitable for machine tabulation. By renting machines it has 
also been possible to discontinue use of machines as they become technically 
obsolete and replace them with more efficient equipment. Servicing has been 
readily available on rented equipment, and large investments in purchases have 
been avoided. A great deal of study has been given to the question of rental or 
purchase of machines with the conclusion that rental has generally met our needs 
somewhat better than purchase. At the northeastern station, however, several 
Remington-Rand business machines were purchased a number of years ago largely 
on the basis that statistical work of the forest survey and other research activities 
was expected to involve a heavy load of compilations extending over a long 
period of time. Even in this case only the basic items of equipment were pur- 
chased and additional items have been rented from time to time to meet peak 
demands. 


ADMINISTRATIVE MANAGEMENT AND INFORMATION 


Finally, I would like for you to insert in the record a description of 
the 126 positions which you propose for your Branch of Administrative 
Management and Information in Washington. Please describe the 
functions of the Branch and the grades and duties of these positions. 
Also, do the same thing relative to the field positions which you have 
in similar work. 

(The information is as follows:) 


ADMINISTRATIVE MANAGEMENT AND INFORMATION 


The following is a statement regarding the work responsibilities and the number 
of employees of the Branch of Administrative Management and Information. 

The management or overall coordination of the Branch of Administrative 
Management and Information is in charge of an Assistant Chief of the Forest 
Service (GS-16) who has one secretary (GS-6). 

This Branch is responsible through its Divisions of Operation and Integrating 
Inspection for obtaining increasingly economical, effective, administration and 
management of alllines of Forest Service work, and through its Divisions of 
Information and Education for obtaining cooperation of the public in forest- 
fire prevention and in other important fields of wildland conservation. Conse- 
quently, in considering the responsibilities and manning of this Branch, the whole 
range of Forest Service activities should be kept in mind. 

Indicative of its economical type of administration is the very small percentage 
of the employees of the Forest Service who are employed in Washington—the 
overhead office. That figure is about 2 percent. The percentage is much lower 
if the 58,000 casual field employments annually are included. 


BACKGROUND OF FOREST SERVICE WORK 


The Forest Service is charged with responsibility for promoting the conservation 
and wise use of the country’s forest and related range, water, and other wildland 
natural resources—as basic factors in our national security and strength. 

Forests cover one-third of the total land area of the continental United States. 

To meet this responsibility the Forest Service engages in three main lines of 
work: (1) Management of the national forests, (2) cooperation with the States 
and private forest landowners in obtaining better forestry, and (3) research needed 
for (1) and (2), and for forest and range lands generally. Briefly, these three lines 
of work involve the following: 

(1) Management of the national forests —Under instructions from Secretary 
Tama Jim Wilson in 1905 this is to be done for ‘‘the greatest good of the greatest 
number in the long run.”’ This in turn calls for obtaining the maximum practic- 
able yield and use of their many resources on a continuing basis, to meet both 
local and national needs—under both normal conditions and during times of stress. 

The 180 million acres of national forests are located in 40 States, Alaska, and 
Puerto Rico. They now have more than one-third of the remaining sawtimber 
in the country. Technical forestry is applied to the growing and harvesting of this 
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and new crops of timber. Estimated harvest through timber sales in 1952 
t's billion board feet. The grazing of approximately 8 million head of livestock js 
scientifically managed to obtain range conservation along with use of the annua 
growth of forage. Watersheds are managed for regulation of streamflow, flood 
control, sources of water for power, irrigation, navigation, and municipal supply 
Some provision is made for the more than 30 to 50 million visits of people to th« 
national forests for recreation purposes. Effort is made to apply needed scientific 
management to the extensive wildlife resources. Forest-fire protection is a major 
responsibility. 

(2) Cooperation with 44 States and with private-forest-landowners is pro- 
vided by the Forest Service (a) to obtain better fire protection on the 439 millior 
acres of State and privately owned forest lands; (b) to obtain better forest practices 
on and returns from 345 million acres of forest lands in private ownership; (c) to 
aid in the distribution of planting stock to farmers for shelterbelts and farn 
woodlots; (d) to stimulate development and proper management of State, county 
and community forests. 

}) Forest and range research.—At 11 forest and range experiment stations and 
at the Forest Products Laboratory at Madison, Wis., the Forest Service conducts 
research in the entire field of forestry and range Management, regardless of owner 
ship, including the growth, protection, and harvesting of timber; management of 
rangelands; protection and management of watersheds, efficient and economical! 
utilization of forest products, and research in forest economics. It is conducting 
a forest survey of the United States—a study of present extent and potential 
growth and utilization of the Nation’s forest resources. 

Other responsibilities include— 


230,000 miles of forest roads and trails. 

Acquisition of critical areas 

Control of blister rust, insects and other forest pests. 

Flood control. 

Thousands of cooperative projects. 

Total available funds approximately $100 million annually. 

Receipts from one segment of Forest Service work (the national forests) in 
excess of $75 million a year. 

Personnel work relating to some 75,000 employments annually. 

A communiation system with about 50,000 miles of telephone lines and 7,500 
radios. 

Direct administration of 10 percent of the land area of the United States, and 
for Federal participation in forest conservation on 33 percent of the land 
area of this country. 

Forest-fire prevention, nationwide. More than 200,000 man-caused (and 
therefore preventable) fires last year. 

Planting trees and gras es on 105,614 acres in 1952. 

Increasing the efficiency and coordinating the administration of some 1,000 
operating field units—administrative, protection, research, and cooperative. 

Others, as listed in part in the following descriptions of component divisions 
of this Branch. 


The overall Branch responsibilities include formulation of broad plans and 
standards for and direction and coordination of the various servicewide phases 
of administrative management and information, including personnel management; 
organization, work programing; work measurement and analysis; management 
improvement; financial management and budgeting; communications; procure- 
ment and property Management; business management; integrating inspection: 
information and education in fire prevention, wild-land management and research 
and furnishing all-service functions. 

The Branch of Administrative Management and Information is subdivided 
into four main spheres of responsibility at the Washington-office level: operation, 
personnel management, information and education; integrating inspection. 

The primary functions and responsibilities for each of these divisions are treated 
separately in the following statement. 


Division of Operation : 

This Division is in charge of a Division Chief (GS-14) who has one (GS-6) 
secretary. 

The responsibilities of the Division as outlined below encompass such activities 
as— 
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Twenty-five appropriation accounts, seventy-five working-fund accounts, 
and several thousand trust accounts, with their various interrelationships at 
all levels involving the above-mentioned some $100 million annually. 

Increasing the efficiency and coordinating the administration of som« 
1,000 operating field units. There are, for example, some 600 individual 
jobs which are possible of occurrence on an individual ranger district for 
which standards must be set in terms of frequency, assignment, method, 
and measurement. 

Purchase, including contracts, amounts to some $25 million per year for 
the widest possible range of items which is handled by Washington and 180 
field offices. Annual value of stores issues is estimated at $6 million; mainte- 
nance of a fleet of some 8,500 motorized and heavy-equipment units; real- 
property management of some 1,000 field headquarters, 50,000 miles of 
telephone lines, 7,500 radios, 3,000 lookouts, 14,000 miscellaneous buildings, 
28,000 miles of fence, 2,100 water and sanitary systems, and 4,500 improved 
recreation areas. 

These are all factors which must be considered in measuring the job and 
the organization necessary to handle it. 

Finally, the control and inspection of such widespread and diversified 
operations to insure a high level of performance, together with uniformity 
and integrity of application of policies as promulgated by the legislative and 
executive branches. 

The responsibilities of this Division are to help formulate and put into effect 
plans, standards, and procedures, designed to promote efficiency, economy, and 
scientific management. These responsibilities include services to the Chief and 
all branches of the Forest Service; also includes responsibility for furnishing 
technical direction and leadership to the field offices for (1) organization, (2) 
financial management and budgeting, (3) work programing, measurement, and 
analysis, (4) management improvement, (5) communications, (6) procurement 
and property management, (7) business management, and (8) all service functions. 

The division is subdivided into five sections as follows: 

1. Financial Management, Budgeting and Organization.—These activities are 
handled by a section head (GS-13), 1 staff assistant (GS-11), and 5 clerical 
employees (2 GS-7 and 3 GS-5 or below). This section formulates and prepares 
budgetary plans, statements and related material; coordinates budgeting stand- 
ards, practices, and procedures between field units to insure a high standard of 
budget management; establishes and maintains controls necessary to insure 
correlation between budget presentations and obligations; formulates, plans, and 
supervises a sound financial system, including budgets, allotments and controls; 
develops correlated basic financial needs of central office and field units; deter- 
mines proper organizational structure, utilizing studies, analysis, and other con- 
trolling basic data and factors; develops organization for new projects and pro- 
grams; compiles, edits, and processes administrative statistical data for the various 
functional activities and prepares annual issues of Forest Service administrative 
statistics. 

2. Procurement and Property Management.—This Section is in charge of a 
section head (GS-13) with 2 staff assistants (GS-11 and GS-9), 7 clerical employ- 
ees (GS-5 or below), and 2 laborers, engaged in the following activities: 

(a) Procurement.—Develops procedures and instructions governing procure- 
ment of equipment, supplies, and materials; purchases items as necessary for the 
central and field units; obtains clearance for items requiring approval at depart- 
mental level; negotiates with disposal agencies for acquisition of surpluses. 

(b) Supply.—Formulates procedures, practices, and instructions relative to 
warehousing and other services of supply; handles all supply and distribution 
functions for the central office. 

(c) Property.—Assumes responsibility for property in the central office; main- 
tains accountability records and controls. 

(d) Equipment specifications.—In cooperation with the Division of Engineering 
develops specifications for specialized fire control and other equipment which 
must give satisfactory service under most difficult and trying field conditions; 
makes performance tests, and inspects such items before acceptance. 

(e) Leases and contracts.—Provides expert advice to field units on matters 
affecting leases and contracts; processes major leases for approval by Department ; 
formulates procedures and instructions for field guidance. 

(f) Coordination —Coordinates equipment needs and other functions of procure- 
ment and supply between field units through inspections, records, and other con- 
trols; develops equipment standards for application in all units. 
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3. Work Programs and Planning.—The responsibilities in this field are handled 
by a section head (GS-13) with one (GS-4) secretary, engaged in the following 
activities: 

(a) Long-range program.—Develops major work programs; develops and main- 
tains project work budgets and other inventories of work projects designed to 
improve the productive capacity of the national forests and increase their value 
to the public; through controls insures planning and scheduling on a planwise 
basis; integrates programs with other agencies; encourages State organizations to 
develop advance work programs; consolidates State forestry programs in a national] 
program; develops criteria and standards to be used by all forestry agencies j 
project work planning. 

(6b) Special and emergency programs.—Formulates policies, procedures and 
practices for conducting special work programs as needed, including actual direc- 
tion and administration of smaller-type programs. Although unpredictah|: 
these are a recurrent problem. 

(c) Administrative improvements.— Develops policies and instructions governing 
selection of site, planning and consummating construction; correlates size, type, 
design, and unit costs of structures; establishes adequate controls, including 
inspection, to insure high standards of development. 

4. Communications —The responsibilities in the field of communications are 
handled by the section chief (GS-13). The activities for which he is responsible 
are: 

(a) Plans.—Develops policies, plans, and instructions which will insure inte- 
grated and coordinated use of the some 50,000 miles of telephone lines and 7,500 
radio sets in use, on the national forests. 

(b) Laboratory.—Formulates and supervises the program for developments at 
the Radio Laboratory of specialized communication equipment designed to meet 
the particular needs of forest protection agencies; advises in the making of special 
technical tests and the solving of technical problems. 

(ce) Frequency allocations.—Serves as technical consultant to and alternate for 
the Department of Agriculture representative on the Interdepartmental Radio 
Advisory Committee, and on radio matters involving the Federal Communications 
Commission; promotes the interests of all agencies in the Department of Agri- 
culture through assignment of proper and adequate frequency allocations. 

(d) Cooperation.—Cooperates with other Federal protection agencies and with 
States in the development of coordinated communication systems; furnishes advice 
to State foresters and other conservation units in planning and establishing radio 
networks, and assists in the procurement of frequency allocations and operative 
equipment. 

(e) Controls.—Inspects and otherwise establishes controls to insure a uniformly 
high standard of communication in the national forests. 

(f) Training.—Trains regional communications officers in the planning and 
development of communication systems. 

5. Scientific management.—The responsibilities in the field of scientific manage- 
ment are handled by the section chief (GS-13), 2 staff assistants (GS-12 and GS—9), 
and 2 stenographers (GS—5 and GS-4) in addition to the stenographie pool with 
7 ciericai positions (1 GS-7 and 6 GS—4 or below), centra: files for the Washington 
office with 8 clerical positions (GS-5 or below) and the mail and messenger service 
with 1 clerical (GS-4) and 10 custodial positions (1 CPC—4 and 9 CPC-8) which 
are in this section. The activities in this section are: 

(a) Methods management.—Conducts and directs procedure analysis, including 
the management program and special studies; develops and installs methods 
and practices for improving efficiency and economy of operation; establishes 
standards and controls necessary to attain and maintain objectives; trains procedure 
and methods study analysts. 

(b) Administrative analisis.—Develops policies, guides, standards, techniques, 
and procedures for scientific job-load analysis. 

(c) Planning.—Develops policies, guides, standards, techniques, and procedures 
for basic work planning at the various levels. 

(d) Office practices.—Coordinates office practices and procedures, including the 
handling of special correspondence with the Secretary of Agriculture and Members 
of Congress. 

(e) Forest Service manual.—Reviews, edits, and prepares for final publication 
additions or amendments to Forest Service manuals and handbooks. 

(f) Records management.—Develops policies, guides and procedures for records 


maintenance and records disposition within the framework of regulations prescribed 
by Nationai Archives. 
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(g) Forms Supply Unit, Alameda, Calif—Stocks standard forms for servicewide 
distribution. 

h) Washington office service functions—Directs service functions for the 
Washington office including mails, files, messenger service, space requirements, 
stenographie pool, etc. 

i) Consultation.—Furnishes expert advice on scientific management activities 
to branches and divisions in the Chief’s office and to field units. 

j) Inspection.—Inspects the effectiveness of scientific management activities 
in the field units. 


Division of Personnel Management 

Fifteen thousand yearlong and seasonal employees, and in addition 58,000 
casual employments per annum, are served by the Division of Personnel Man- 
agement. These employees represent 25 phases of professional and scientific 
work related to conservation, besides the more conventional activities of Gov- 
ernment administration. They range in grade from CPC-2 up to the highest 
GS levels and, except for about 2 percent of the total located in Washington, are 
dispersed throughout 42 States plus Alaska and Puerto Rico, many scattered 
singly or in small groups in isolated locations. An increasing number of employees 
are being asigned to Foreign Service on recommendation of the Forest Service, 
requiring a high level of counsel and advice concerning individual qualifications 
from this Division. 

In addition to the unusually complex job of placement, employee development, 
position classification and wage administration, and employee relations required 
in such an organization, there are special situations inherent in the work of the 
Forest Service that add further to the importance, and at the same time the 
difficulty, of the work. For example, most of the field work in the Forest Service 
is done under unusually hazardous conditions and requires a constant campaign 
for the prevention of lost-time injuries and fatalities. This extends beyond the 
15,000 more or less stabilized employees to the 58,000 casual employments 
annually that must be screened for the discovery of physical and mental dis- 
qualifications that make employment an undesirable risk alike to the potential 
employees and their prospective coworkers. 

The Division is subdivided into five sections as shown below. It is in charge 
of a Division Chief (GS-14), who is served by one secretary (GS-6). The re- 
sponsibilities of this Division are to (1) formulate and put into effect broad pro- 
grams, plans, and standards of personnel administration, (2) provide consulting 
and advisory services to the bureau chief and all organizational units of the 
Forest Service on personnel management problems and on the personnel aspects 
of bureau activities, (3) coordinate personnel programs with the general operating, 
cooperating, and research activities of the bureau, and (4) provide technical 
direction and leadership to the field offices on atl phases of personnel administra- 
tion, including recruitment and placement of employees, position classification, 
salary and wage administration, including wage boards, employee relations and 
welfare, training and safety. 

In the Washington office the division is staffed as follows: 

1. Employment.—The activities of this seetion are performed by a section head 

GS-13), 1 staff assistant (GS-9) and 17 clerical employees (1 GS-7 and 16 GS-4 

or below). This section formulates and directs a comprehensive employment 
program, involving the recruitment, qualifications, promotion, placement, and 
separation of employees; coordinates the employment program with the various 
activities of the bureau to meet personnel requirements and operating needs; 
directs the investigation of situations and cases involving alleged misconduct of 
employees or violations of laws and regulations and reviews cases to insure the 
imposition of just and equitable disciplinary measures prescribed under applicable 
laws and regulations. It also cooperates with officials of the Department of 
Agriculture and the Civil Service Commission in the initiation and drafting of 
appropriate technical examinations covering work of the bureau and cooperates 
with forestry schools in the modification or intensification of college curricula to 
provide academic training in subjects closely related to bureau activities to broaden 
the educational background of students and increase their opportunities for 
employment and advancement in specialized forestry fields. 

2. Position classification and salary and wage administration.—The activities 
of this section are performed by a section head (GS-13), 2 staff assistants (GS-11), 
and 3 clerical employees (GS-5 and below). This section formulates and directs 
the position classification and salary administration programs, involving the 
uniform application of position classification in accordance with the Classification 

Act of 1949; development and application of wage plans for positions exempt 















































from classification; development of, or participation in the development 
position classification standards; surveys and audits of classified and wage-bo: 
positions to determine compliance with standards and specifications; postau 
of field actions taken under delegated classification authority and the review 
approval of positions not covered by such authority. It also provides tech: 
guidance to field officials on ae classification, salary and wage administrat 
and position classification standards matters. Members of the section ady 
with Bureau officials on the classification and salary administration aspects 
various operating problems and situations, and participate with them in the 
solution of difficult and complex problems related thereto, and cooperate wit} 
officials of the Department, Civil Service Commission and other Government 
agencies in the development of position classification, salary and wage adminis- 
tration, and standards and programs. 

3. Employee “ys and welfare.—The activities of this Section are performed 
by a section head (GS-13), and a secre tary (GS-4). This section develops ade- 
quate pe ee requirements for all officers and employees of the bureau as a 
means of recognizing their merits and contributions to efficiency and economy, 
and of improving performance where necessary. This section also formulates 
and directs programs to promote, develop, and maintain a high standard of 
employee morale, and to promote cooperative and constructive attitudes, job 
satisfaction, and self-responsibility on the part of bureau employees. It directs 
the hearing and adjustment of grievances and complaints. It direets the develop- 
ment and application of aptituce and other types of psychometric tests. It 
provides technical guidance to field officers in the prosecution of their employee 
relations, welfare, and performance-rating programs. It advises with burea 
officials on the development and application of employee relations, welfare, and 
performance-rating policies and programs, and on the employee relations and per- 
formanee-requirements aspects of various operating problems. It participates 
with bureau officials in the solution of difficult and complex problems relating 
thereto. The section head serves as bureau security officer and as liaison with other 
Government agencies in arranging plans and itineraries for foreign foresters, and 
in obtaining security clearances for foreign visitors and for bureau personnel. 
This Section cooperates with officials of the Department of Agriculture, Civil 
Service Commission, and other Government agencies in the development of em 
plovee relations, welfare, and performance-rating programs. 

1. Training section.—The activities of this Section are performed by a section 
head (GS-13), with the assistance of a secretary (GS-3). For the some 15,000 

gular employees plus the 58,000 casual employments, this section plans, or- 
ganizes, and directs the bureau programs to improve emplovee performance on the 
job through training based upon the determinations of employee abilities and 
job requirements. It consults with and advises bureau officials on the training 
aspects of various operating problems and participates with them in the solution 
of difficult and complex problems by developing special training programs or plans 
It provides technical guidance to field officers in the development and prosecution 
of training programs. It cooperates with officials of the Department, Civil 
Service Commission, and other Government agencies on the development of 
training materials and training programs. 

5. Sefety.—-The activities of this section are performed by a section head 
GS-13), with the assistance of a secretary (GS-4). This section plans, organizes, 
and directs bureau programs to reduce the very bad record which the Forest 
Service has had in number of accidents among employees. It does this by insuring 
that employees are properly trained in accident prevention methods, by elimi 
nating work hazards and hea!th risks and by protecting employees engaged in a 
wide variety of hazardous occupations by the adoption of adequate safety meas- 
ures and devices. This section formulates safe ty methods, techniques, and ma- 
terials to meet Forest Service conditions and requirements, adapting specific 
programs to special regional and project conditions. It consults with and advises 
bureau officials, coope rating public and private agencies on the development and 
application of safety policies and programs and on safety methods and practices. 
It participates with bureau officials in the solution of difficult and complex prob- 
lems relating to the safety aspects of various operating programs. It cooperates 

ith representatives of the Department, Civil Service Commission and other 
agencies in the development of safety programs and materials designed to increase 
safety consciousness on the part of all Government employees. 
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ion of Information and Education 


Over 33 million people use and another 84 million people pass through the 
ional forests annually. Each of these is a possible destroyer of national-forest 
yurces. Every year, through carelessness or ignorance, they set thousands of 
in-caused forest fires, damage attractive recreation areas, pollute beautiful 
streams, and endanger public health. An aggressive program of information 
ind education is essential to keep this damage reduced to the minimum. For 
nstanee, as a result of the information and education program conducted by the 
Forest Service, the annual savings in torest-fire suppression costs on the national 

rests during the period 1942-47 was calculated to be $3 million; stumpage 
value of the timber that did not burn but would have without this increased 

evention effort, even with very aggressive suppression action, was estimated 
at $1,900,000; reforestation costs that would otherwise have been necessary and 
the growth increment that was saved were valued at approximately $4,400,000. 
The increased prevention effort that was made to offset the impact of the increased 
ise of the national forests in the 11 Western States showed a grand total annual 
saving of about $9,300,000, exclusive of the value of intangibles. The savings in 
costs and losses on the much greater area of privately owned forest land have been 
correspondingly greater. This emphasizes that prevention of fire does pay large 
dividends in suppression funds saved and dam: ges prevented. The same prin- 


ciple applies to the effect of informational and educational vrograms on other 


resources. 

The act of May 22, 1928, autherizes and directs the Secretary of Agriculture 

to conduct such investigations, experiments, and tests as he may deem neces- 
sary * * * in order to determine, demonstrate, and promulgate the best methods 
of reforestation and of growing, managing, and utilizing timber, forage, and other 
forest products, of maintaining favorable conditions of waterflow and the preven- 

m of erosion, of protecting timber and other forest growth from fire, insects, 
lisease, or other harmful agencies, of obtaining the fullest and most effective 
ise of forest lands, and to determine and promulgate the economic considerations 
which should underlie the establishment of sound policies for the management of 
forest land and the utilization of forest products.’’ 

One-third of the United States is forest land. Hundreds of thousands of 
nquiries from the public about how the management of these lands affect their 
vell-being, how they affect national prosperity and national security, are received 
annually by the Washington office and field units of the Forest Service. 

The Division of Information is in charge of a division chief (GS-14) with one 
secretary (GS-5). This Division formulates and puts into effect broad programs, 
plans, standards, and procedures for creating and maintaining an informed, 
intelligent but critical and exacting public opinion as to objectives, needs, and 
methods of the Forest Service; and stimulates public interest in, understanding of, 
and support to the extent authorized for these objectives. (The act of May 15, 
1862, establishing the Department of Agriculture, says: “There shall be at the 
seat of government a department of agriculture, the general design and duties of 
which shall be to acquire and to diffuse among the people of the United States 
useful information on subjects connected with agriculture in the most general and 
comprehensive way.” 

This Division furnishes technical direction to the informational and educational 
activities of the Forest Service; serving as consultant and adviser to the Chief 
of the Forest Service and his staff on informational and educational aspects of 
Forest Service activities; coordinating the various informational and educational 
activities of the Washington office and field units for the purpose of stimulating 
publie interest in and understanding of Forest Service programs and objectives. 

The division is subdivided into six sections, as follows: 

1. Special Programs Section.—This is handled by one section head (GS-13), 
one assistant (GS-12), and one secretary (GS-5). It directs the cooperative 
forest-fire-prevention campaign, conducted by the Forest Service and State 
foresters under the sponsorship of the Advertising Council. American business 
and the advertising industry contributes advertising space and radio time valued 
at $6 million annually. This section plans, coordinates, and executes special 
fire-prevention informational and educational programs designed to increase 
public knowledge and awareness of the disastrous effects and economic results 
caused by the destruction of timber, watersheds, forage and wildlife through 
man-caused forest fires, and to enlist public support in preventing or reducing 
the number of forest fires; conducts similar informational and educational pro- 
grams on public benefits to be derived from sustained-yield management to keep 
all forests, watersheds, and rangelands productive. 
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2. Audio-Visual Section.—This Section is handled by a GS-13 seetion 
one GS-12 staff assistant, 2 GS-11 staff assistants, and 4 clerical emplo 
(1 GS-7, 3 GS-4). 

This Section services the cooperative forest-fire-prevention program ment 
in the Special Programs Section, and in response to requests from the radio a) 
television industries, from farm organizations and educational institutions 
youth, religious, and other civic groups, and from the general public, pri 
information (based on forest and range research and upon administrative activiti 
in the national forests) though the media of radio, television, motion pictures 
still photos, and exhibits 

3. Editorial Section.—This Section is handled by one technical editor (GS-12 
one research editor (GS—11), to GS—9 staff assistants, and 3 clerical employees 
(1 GS-7, 1 GS-5, 1 GS—4 

This section plans, organizes, and directs the editing and final review of Forest 
Service publications, mostly technical, from the Branch of Research, including 
preliminary editing and reviewing by field units. 

The Editorial Section performed the editorial review, analysis, check for interna 
factual consistency, and final technical editing on 4,531 pages of manuscript 
874 illustrations, and 292 tables in 40 publications through the Government 
Printing Office in fiscal year 1952. In part, these make available for publ 
use the collated and verified results of research done at a cost to the Governm« 
of about $5 million yearly. Nearly all of the material was of a technical, hand 
book, or how-to-do-it nature. 

The Printing Procurement Unit of the Editorial Section analyzed and prepared 
detailed specifications on 366 printing orders for administrative (business) forms 
signs, etc., and 28 cooperative forest-fire-prevention items. In addition it did 
layout work and detailed marking for the printer on 50 agency publications 
including informal items, prepared all Printing Office and Department forms and 
specifications in connection therewith. It prepared printing orders for reprint 
of 88 articles in private journals. It gives technical guidance to 10 authorized 
field printing plants and sees that proper reports are submitted to the Joint 
Committee on Printing 

4. Education section.—This section is handled by 1 GS-13, with 1 assistant 
GS-12 and 2 clerical GS-4 and below. 

As a result of steadily increasing demands for technical forestry advice ar 
assistance from the 1 million teachers who are teaching forest conservatio: 
more and more to our 27 million elementary- and high-school students, this sectio: 
develops plans and methods to help expand and increase the effectiveness 
teaching forest conservation in schools, colleges and universities, including th: 
development of method, courses, and texts; advises and consults with stafl 
members of State departments of education, heads of schools, colleges, and w 
versities on forestry and forestry education; advises with curriculum committees 
and supervisors in the selection and integration of forestry and related subje 
in their school curricula. 

It directs the preparation or adaptation of Forest Service material for use | 
school officials and teachers; directs the educational and informational wor! 
with women and women’s organizations concerned with and interested in forestry 
conservation and education; establishes and maintains contacts and cooperativ: 
relations with the United States Office of Education, national and State educa- 
tional associations, educators, publishers, textbook writers, and heads of national 
women’s organizations. 

5. Special reports and writing service section—This section consists of on 
GS-13 publication writer and one GS-3 clerk-typist. He assembles and com- 
piles data from the various Forest Service divisions, covering the highly technical 
as well as the administrative work of the Service, and writes special reports, 
including the Forest Service section of the Secretary’s Annual Report, and Annual 
Report of the Forest Service; handles inquiries from Members of Congress, 
writers, organizations, and others, requiring special compilation of information or 
involving technical problems. On special assignment, he develops ideas and 
writes bulletins, publications, addresses, and articles interpreting Forest Servic: 
and departmental policies on all phases of forestry, watershed, and range con- 
servation, on a national as well as a regional basis, designed to stimulate the 
practice of better forest, watershed and range management; investigates actual 
field conditions as a basis for special articles or reports. 

6. Public Service Section.—This section is in charge of a GS—11 section chief 
with 6 clerical employees (1 GS—7 and 5 GS—6 or below). 





Section annually handles 35,000 mail requests for publications, 2,000 mail 
ests for technical or special information on a wide variety of subjects, 9,000 
hone ealls for information, 700 requests for quantities of publications (up to 
5 items and 5,000 copies of each), from field offices of the Forest Service and 
rators; and distributes 1,750,000 publications on request. Inquiries come 
Members of Congress, Federal, State, and private agencies and institutions 

| private individuals 
fhis Seetion, in consultation with technical and service divisions, plans and 
nates informational material to meet general and specific needs, plans and 
ws through revision of informational material so that data will be currently 
ntie and in accord with Service policies; maintains close operating relation- 
with the departmental Office of Information, on the distribution of informa- 
al materials; cooperates with extension foresters in developing subject-matter 

terial for their use 


ting inspectior 


These functions are performed by a GS-14 forester with 1 GS-13 staff assist- 
and 1 GS-4 secretary who are directiy responsible to the branch chief of 
M. and I. The responsibilities of these inspectors are to conduct difficult 
ral inspections of technical, administrative and cooperative programs and 
vities under way in the various organizational units. These responsibilities 
ide the furnishing of expert advice to, and cooperation with officials of the 
ey, including heads of units inspected and other functional divisions, as to 
isfactory and unsatisfactory performance and conditions found, and recom- 
iding corrective action to obtain satisfactory accomplishment, to adjust 
ity of activities, and to effect proper correlation and integration of all activities 
rom a servicewide viewpoint. 
se inspectors plan and conduct general integrating inspections of designated 
ts to determine degree of compliance with servicewide objectives, policies, 
dards, and regulations; to analyze and appraise the efficiency and economy of 
agement, and the integrated handling of all main activities, 


SIMILAR FUNCTIONS AT FIELD LEVEL 


There is no organizational segment below the Washington level which com 
ires with the A. M. and I. Branch. There are, however, divisional identities 
r Operation, Personne! Management, and Information and Education at the 10 
ional offices in the United States and Alaska. Even these divisions do not 
vavS maintain their separate identities, since the measured workload often 
tates some combination either among the three mentioned or with some of 
resource divisions such as Fire Control, Watershed Management, ete. At 
forest and ranger district levels these divisions lose their identity entirely and 
come a part of various individual assignments. 
Integrating inspection as a separate activity also loses its identity below the 
ashington level. These duties are carried out through special assignment by 
cted employees who have regular duty assignments in other fields. 
Within the general functional areas as indicated under the Washington Office 
M. and 1. breakdown (Operation, Personnel Management, and Information 
nd Education), regional picture is as follows: 


Division of Operation 


Usually the staffing in the Division at the regional level comprises an assistant 
regional forester GS—13, a staff assistant GS-12, and a budget officer in GS-11, 
together with miscellaneous lower grade clerks, messengers, and maintenance 
employees. In the smaller regions duties are combined and one of the stated 
positions generally eliminated. 

The size of this Division in the different regions varies from 5 to 20 total em- 
ployees with an average of about 14, including telephone operators, messengers, 
file clerks, and maintenance laborers. 

In five of the regions the staff employees mentioned are not entirely concerned 
with operation duties since the Division aiso contains the function of fire control. 

In the regions the responsibilities assigned the Division of Operation are the 
ame as those described for its counterpart at the Washington level except that 
the authoritv and responsibility is circumscribed by regional boundaries and 
policy limitations inherent in the lower level. 
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Division of Personnel Management 


The staffing of the Division at the regional level varies in direct proport 
the size of the regional program. The Division is headed by an assistant reg 
forester (GS-13), and in the larger regions, with a staff assistant GS-12, a ; 
ing officer and a safety officer, both in grade GS-12, position classificatio 
wage administration officer in GS-11, and miscellaneous lower grade clerk 
the smaller regions, the duties are combined and one or more of the staff 
tions generally eliminated. In all except one region, the Division of Person 
Management also serves one or more forest and range experiment stations 
same capacity as it does the region. 

The manning of this division in the different regions varies from 3 to 20 
employees, with an average of about 10. In one of the regions, the staff emp 
mentioned are not concerned exclusively with personnel management act 
since the division also includes the functions of fiscal control 

At the Forest Products Laboratory, Personnel Management is a section 
Division of Administrative Management and Engineering, headed by an 
istrative officer (GS-12). The Personnel Management Section is headed 
a personnel officer (GS—12), who is assisted by 1 GS-7 and 2 lower grade cle; 

In the regions and at the Forest Products Laboratory the responsibil: 
assigned to the Division of Personnel Management are the same as those described 
for its counterpart at the Washington level, except that the authority and respon- 
sibility is circumscribed by regional and operating boundaries and policy |i 
tions inherent in the lower level. 

To outline the perspective with which the above figures and statements must by 
received, it should be pointed out that the Forest Service operates on a decen- 
tralized basis to the maximum extent possible, including a wide delegation of 
employment, position-classification and wage administration authority. T 
is to insure maximum consideration of local conditions and the authority { 
decision as near the action point as possible. The majority of the progran 


nita- 


involved originate at the regional and station levels, and are completed by the 


lowest organizational levels—the ranger districts in the case of the nationa 


forests, and the research centers in the case of the forest and range experiment 
stations. There are some 770 ranger districts and 53 research centers scattered 
throughout the United States, Puerto Rico and Alaska. This widespread organ- 


ization, the extreme diversity in the types of programs involved, the large number 
and types of employees required for their effective and efficient execution, c 
plicates the personnel management program of the Forest Service to a degice 
not present in most Government agencies. 

The Forest Service programs require the annual recruitment, employment 
and separation of over 15,000 vearlong and seasonal employees and 58,000 casua!s 
(average for 4-year period, 1949-52), in addition to a large number of yearlong 
and career employees. 

The wide variety of work done by employees in the Forest Service requires a 
corresponding variety in the activity of employee development and training 
Career employees range from undifferentiated manual labor through clerica! and 
other nonprofessional to highly technieal, scientific, and other professional work. 

Career employees require an employee development program in addition to 
specific job training. For example, most of the Bureau’s professional personn 
are recruited upon graduation from college and are placed in trainee jobs at grad 
GS-5. These employees are developed on the job for advancement to positions 
of greater responsibility, including that of the Chief of the Service. Thes 
employees need guidance and direction so that they will develop progressive; 
from one level to another and be qualified to assume increasing responsibilities 
as they advance. Every career employee should be developed to realize his 
highest service capacity. The extreme fluctuation in seasonal and casual workers 
as shown above, also presents a difficult and urgent job training problem, par- 
ticularly in view of the Servicewide recognition of planned training as a component 
part of management for both temporary and career employees. For this reason 
it is necessary to maintain a varied training program. A large part of the training 
job in the Forest Service centers around individual relationships between th 
supervisors and emplovees working under their supervision, and-the opportunity 
to use planned training as a part of their overall supervisory duties. Field 
training officers develop training outlines to guide supervisors in training employees 
on the job, and furnish assistance in analyzing training needs, and in teaching 
training techniques. Another example of activities in the training programs !s 
“training camps’’ for many different classes of employees, such as those for en 
plovees engaged in timber sale administration, those assigned to fire contr 
activities, fiscal and administrative management, ete. 
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management and protection of the*’national forests and the conduct” of 
research and other programs assigned to the Forest Service involves much 
which must be performed under primitive conditions in isolated mountainous 
and in which the safety hazard is high. Such work includes fighting 
fires, smokejumping (parachuting from planes to fires in isolated areas 
truction of roads in rugged terrain, scaling and marking timber in logging 
ins, ete. The very nature of the work makes the safety hazards in Forest 
ce operations rank among the highest in either Government or industry. 
consciousness must be instilled in every employee to prevent, reduce, or 
nate costly lost-time accidents and damage to valuable property. 
isolation factor together with the total delegation of responsibility to the 
st organizational levels create many problems of employee welfare which 
be skillfully handled, often personally by the personnel officer or a respon- 
member of his staff. These involve such problems as inadequate housing, 
if educational facilities for children, and other social benefits. New em- 
ees must be oriented into the Forest Service family and efforts continually 
ide to maintain the high degree of employee morale, which is a source of pride 
e Forest Service and the backbone for the retention of experienced and loyal 
jloyees despite the enticement of better living conditions and higher salaries 
private industry. 
The extreme fluctuation in employment during the seasons in which forest 
occur most frequently and when construction and other field work can be 
formed, present many problems in recruiting, placing, and separating em- 
ees. The solution of disciplinary problems, the continual struggle to recruit 
best qualified scientific personnel for the many and varied professional posi- 
ons in the Forest Service present difficult employment problems. Civil service 
examinations are prepared and given for many field subprofessional and crafts 
positions by the regional personnel divisions and recommendations made for 
aminations covering professional positions to be given at the central office 
level 
In hne with departmental policy, authority to classify positions, make wage 
irveys, and fix wage rates is delegated to the lowest organizational level staffed 
» handle this function, i. e., the regional level. The great diversity and variety 
work involved in the various Forest Service programs and activities, the wide 
range in grade levels and classes of positions, the decentralized organization and 
mstantly changing emphasis in programs and activities, require effective posi- 
on classification and wage administration programs and policies, to imsure 
iniformity and equity in the application of standards and between the various 
types of work. Wage administration is the responsibility of a wage board, whose 
mbers are appointed by the director of personnel, with the personnel officer 


signated as chairman. 


f 
ol 
+ 


de 
Division of Information and Education 

At, the field level, information and education work is under the direction of an 
assistant regional forester, GS-13, with from 1 to 4 lower grade staff assistants, 
and clerical help. In some regions this work is combined with the work of other 
divisions, depending on the volume of work involved. The assistant regional 
forester is responsible within his region for the forest fire prevention program in 
cooperation with the State foresters’ offices; for preventing the thousands of 
man-caused forest fires and other damages caused through ignorance or careless- 
ness by the millions who visit the national forest annually ; for meeting requests for 
information from the press, writers, organizations, and the general public; for 
cooperation with State departments of education, schools and colleges, civic, and 
conservation organizations; and for other educational programs at the regional 
level similar to those conducted by the Washington office division. It is a continu- 
ing job to secure the public cooperation in protecting forest resources from destruc- 
tion by carelessness or ignorance and to reach the 2 million who are added to the 
population of the United States annually. 

The assistant regional forester also devotes part of his time to general admin- 
istrative matters, such as acting for the regional forester in his absence, serving 
on his staff, representing him at various conferences and meetings, making general 
inspections of all Forest Service work, etc. For example, in the North Central 
region, the assistant regional forester in charge of information and education, with 
4 staff assistants, carries out informational responsibilities in 9 States; in the 
southern region (with 4 staff assistants), 11 States; in the eastern region (with 2 
staff assistants), 14 States. These regions have heavy populations and large 
numbers of local, State, and regional organizations and groups interested in 
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forestry. Although the western regions are not so heavily populated, 
large territorially, and also have many diversified groups and interests concer 
with forestry work. In these regions, each of the officers in charge of informat; 
and education has | or 2 staff assistants. 
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Mr. Lairp. I have got quite a few questions, but I will try to 
my questioning. 

My question is: What plans or consideration have you given to the 
establishment of a forest research center with a staff of several te: ‘hni- 
cal foresters to work on the multitude of forest research problems ir 
central and southern Wisconsin and Minnesota? 

Mr. McArop te. Shall we answer that right now? 

Mr. Larrp. No; if I could have an answer put in later. 

Mr. McArpue. We will put it in the record at this point later. 

The information requested is as follows: ) 


] 
limit 


\ plan, including a financial program, has been developed which visualizes 
only the eventual establishment of a forest research center to work on probl 
peculiar to the central and southern Wisconsin and Minnesota problem area, | 
also the establishment of similar research centers for other important prob! 

eas of the Nation where little or no forest research is now underway. This pla: 
including a 5-year financial program, is in a report included in the hearings 





. - " py 

169-502) before the subcommittee of the Committee on Appropriations, Uni 

States Senate, 8lst Congress, on the agricultural appropriation bill for 1951. 
The financial program in the report outlined systematic increases that woul 


about double the research during the ensuing 5 years. It has not been feasib! 
as yet to establish the southern Wisconsin-Minnesota research center nor to pr 
vide forest research for some 20 other important problem areas in need of 


Research on experimental forests and ranges is now carried on at 61 


A resear 
centers from our regional forest and range experiment stations, and the work as 
a whole is highly cooperative with States and local agencies. Any forest resear 
undertaken by the Forest Service in the southern Wisconsin and southern Minn 
sota area would be in cooperation with State and private agencies. We und 


stand that cooperation would be available. 














FORESTRY 





PROBLEMS IN SOUTHERN WISCONSIN AND MINNESOTA 





In southern W isconsin and southern Minnesota there are some 8 million a 

of forest land, much of it in relatively poor shape to produce timber but potential 

productive. Searls a third of it supports trees of saw-log size, but livestoc! 
pasturing, unwise cutting, and forest fires have reduced the stocking of mer 
chantable timber (mostly oak type) to less than half what it should be to maintai 
suitable productivity. The forest lands of this area which are mostly farm wood 
lots are thus not carrying their proper share of the farm economy in a sectio1 
where over 250,000 farmers reside. About 2 million acres are so badly run dow: 
that they need drastic rehabilitation measures. Included also is a large area of 
very sandy forest land in a nonagricultural area suitable for pine, but now covered 
with scrub growth and too poorly stocked to produce the pulpwood needed for 
Lake States industries. Research is needed to determine how to do this rehabilita- 
tion work. 

Involved are questions of how to plant steep hillsides now bare of trees or 
covered only with sparse stands of oak and subject to heavy runoff and erosion 
Fencing out of livestock alone has not been effective in bringing about natural 
restocking to forest trees and difficult-to-do planting must be resorted to. tun- 
down areas that still support some tree growth can probably be built up by a 
combination of planting and natural regeneration if proper methods can be de- 
vised. Where there are seed trees, special aids to nature, such as mechanical 
searification of the ground to prepare seedbeds, may have promise. Since these 
stands needing rehabilitation are mostly composed of oaks which are threatened 
by the oak wilt disease, every means should be made to introduce other valuabl 
disease-resistant species. Survival on such areas is made more difficult becaus: 
these lands, situated close to the prairies, are subject to periodic droughts 
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e better farm woods in this area still provide substantial quantities of 
er, veneer, railroad ties, and other products. On such areas the problem is 
ork out suitable management practices that will perpetuate the stands and 
ease yields. 

Forest research in the use and management of farm woodlands in southern 
msin and southern Minnesota is needed to point the way toward better 
tices. Without such practices, reduction in the acreage, volume, and quality 

timber stands of the region is likely to continue. 


NURSERY COSTS 


\ir. Larrp. Then I would like to have figures on your nursery 
ts. Now, as far as the nursery goes, | remember when the Forest 
service had a nursery up in the northern Minnesota area; isn’t that 


» 


\ir. McArpue. That is correct. 
\ir. Larrp. And that nursery was discontinued and the Soil Con- 
ervation Service built a new nursery in the State of Minnesota. 
many nurseries are you operating now? 
McArpbue. Eleven of them now. 
Lairp. | would like to have a comparison of the costs, the cost 
! your production of nursery stock. 
The information requested follows:) 


‘ bid al ’ 4 
ost of national forest nursery stock, fiscal year 1952 


A verage cost per 
Number of  |"thousand trees 
nurseries now 


planted during 
wey ", | planted during 
being operated | fiseq) year 1952 


thern Rocky Mountain $24. 92 
ky Mountain 14. 58 
lifornia a 11. 64 
icifie Northwest - -- 8. 02 
thern . 3. 49 
th Central (Lake St : 9.15 


lotal nurseries 
Weighted average cost for all national forest stock used during fiscal 
year 1952 


1 


uring fiscal year 1952, a 4th nursery (Eveleth), was operated in the north central region. 


Breakdown of fiscal year 1952 nursery stock costs by nurseries in the north central 
region 


[Cost per thousand trees produced !] 


Seedlings Transplants ? 
Nursery 
1 year 2 year 


Vallonia, Ind ; wth 3 $9. 96 
Chittenden, Mich 

roumey, Mich 

Eveleth, Minn.‘ 


! Costs include lifting and packing. 
2? Classes of transplant stock are designated by 2 figures (such as 2-1). The first indicates number of years 
1 a seedbed before transplanting and the second the additional number of years in a transplant bed before 
field planting. 
4 High cost due to heavy storm losses. 1953 cost for this class stock is $4.50. 
‘ Operation discontinued end of fiscal year 1952. 












DEPARTMENT OF AGRICULTURE EMPLOYEES ABROAD—POINT 4 PROGRAM 


Mr. Larrp. I see as I go over the list of the Department of Agricy)- 
ture employees abroad, part of them from direct appropriation to th 
Department of Agriculture and part of them are under the point 4 
program, that we have a great many people in the forestry work 
abroad. I have before me here several sheets listing these people, tl 
positions that they have, and I find that we are spending a great deal] 
of money in the foreign countries to build up the forestry program 
and build up the assets of these various countries. 

Mr. LovertpGe. The record shows that those are not Department 
of Agriculture. They are point 4 funds. 

Mr. Latrp. I am talking about United States Treasury funds. | 
am looking up the figures on the program, the Department of Agri- 
culture employees abroad and the point 4 program abroad, and it 
seems to me that in keeping with the pledges that were made by the 
administration to increase the research work in this country to build 
up our assets. 




















I would like to see developed in the record the amount of research 
work you will be able todo. I'd like you to submit a good summary of 
work you actually can accomplish in the field of research on the revised 
budget figures as submitted to us by the Bureau of the Budget, and 
what programs will be curtailed or have to be curtailed. 

Mr. McArpue. We will try to provide that information, Mr. Laird 

(The information requested is as follows:) 


The following table shows the changes made in the 1954 budget relative to the 
amounts available for fiscal year 1953, by forest research activities: 


1954 budget increase or de- 
crease from 1953 base 
Appropriation and projects 1953 base —— 

! 
Initial | Revised 
budget | budget 


















FOREST RESEARCH 


Forest and range management 








Experimental forests and ranges $3, 122, 030 +$50, 000 | +$35, 000 
Forest fire control 133, 104 | +25, 000 | 0 
Subtotal 3, 255, 134 +75, 000 | +35, 000 
Forest products 
Forest products laboratory . 1, O55, 143 0 | 0 
Forest utilization service ; eted 176, 175 






+50, 000 0 


Subtotal 







, 231, 318 +50, 000 | 0 

Forest resources | 
Forest survey 815, 973 | 0 | 0 
Forest economics research 99, 875 0 —8, 000 
Subtotal hi ddhaae 915, 848 0} —8, 000 

= j—— = 

Measures to accelerate flood prevention +35, 000 | 0 
Total, forest research.._.......-.-.---- ‘ 5, 402, 300 +160, 000 +27, 000 














The revised 1954 budget includes a net increase over 1953 of $27,000. This is 
$133,000 less than the increase contemplated in the initia] Budget Bureau esti- 
mates. The revised estimates will permit research work to be carried on at about 
the same level in fiscal year 1954 as that of 1953, but will call for a revision of 
work planned under the initial budget increases. 




















AFFECTED 





IN FOREST AND RANGB MANAGEMENT 








RESEARCH 





OOPERATIVE 





lhe revised budget estimate reduces the initial budget increase by $40,000 for 
rk under forest and range management investigations. This reduction will 
t permit going ahead to the extent initially planned with some of the cooperative 
earch on critical problems. For example, the reduction will curtail research 
emplated on planting problems in the South, on logging slash problems in 
West, and on some critical range and watershed problems. State and local 
neies have agreed to increase their cooperation to include help in these in- 
inces, provided the Federal Government participates. 
[he work under this activity is conducted on experimental forests and ranges 
i at adjacent and related study areas in cooperation with State and local 
neies. The value of the contributions of non-Federal agencies and individuals 
the work undertaken in this activity aggregates a substantial part of the total. 
h of the cooperation is in the form of manpower assigned to the studies on a 
time basis and materials and other facilities donated. Research personne! 
the Forest Service take a leading part in this cooperative research by planning 
1 designing experiments, participating in the highly technical phases, and 
viding the coordination and continuity so essential to the experiments, which 
their nature are frequentiy long-term in nature. It is not possible without 
ous sacrifice to past investment in the research to drop going studies before 
pleted in favor of new and critical problems. 












al 









FOREST UTILIZATION STUDIES 








item means 





Che elimination of the inerease of $50,000 for the ‘‘Utilization”’ 
at the Forest Service will not be able to provide for a small unit of utilization 
ecialists in either the central Rocky Mountain area or in the Lake States 
egion, the two important forested areas without such utilization research at the 






esent time, 

The forest utilization service brings the results of our laboratory 
nall industries, timber owners, and others by on-the-ground applied research 
Moreover, these utilization research specialists furnish an effective medium 
hrough which problems needing laboratory research are transmitted back to the 
Madison Laboratory for correlation with the work of the Forest Products 
Laboratory 

This applied utilization research, now provided in units of 1 to 2 men each at 
8 of the Forest Service’s regional experiment stations, is proving invaluable in 
improving forest utilization practices. The increase of $50,000 in the original 
budget would have permitted providing a minimum of this work for each major 
forested region of the United States. 


research to 













FOREST ECONOMIES RESEARCH REDUCED 






The revised budget provides for a decrease of $8,000 and the elimination of a 
position in the Washington office. This elimination will curtail the work of 
collecting and analyzing forest products statisties and eliminate all work on 
collection and analyses of lumber, stumpage, and log prices and statistical 
analyses of lumber shipments from one region to another. These last phases 
of forest economics research have been carried on heretofore in only a bare 


minimum manner. 










FLOOD PREVENTION RESEARCH ELIMINATED 






In the revised budget no flood prevention work on the upper South Platte 
watershed of Colorado is proposed. Hence the previous estimate of $35,000 for 
research on measures to accelerate flood prevention on this watershed has also 
been eliminated. 















FEDERATION OF 





SPEAKER BEFORE CALIFORNIA 
WOMEN’S CLUBS 





SERVICE 





FORESTRY 










Mr. AnpDERSEN. I have one further question which Mr. Hunter 
has furnished me. I have a sheet in my hand from the San Francisco 
District California Federation of Women’s Clubs meeting February 
16, 1953, at 609 Sutter Street, San Francisco, Calif. 
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As part of that agenda for the afternoon there is this notatio) 








here will be a speaker at 2 o’clock, Miss Lila G. Crouch of the United 8 
Forest Service, California region, who has been assigned the detail of w 


wit! the women’s Organizations throughout the region Her 
article about her work 




















picture ar 
appeared in the January issue of California Clubw 
Do not miss hearing her 




















My question is this 
And if so, why? 

Mr. LoveripGr. Yes, sir; she is a clerk in our Office of Information 
in San Francisco, and at the request of the women’s clubs she does 
go out and speaks to them as part of her regular duties. Mainly, he 
duties are clerical in connection with her other activities. 

Mr. Anprersen. The gentleman who submitted this matter asked 
whether or not propagandizing women’s clubs is a necessary part of 
forest land management. 

Mr. Loverrpar. It very definitely is. 1 will be glad to fill that in 
with more detail if vou wish. 

Mr. ANDERSEN. Will you do so for the record? 

(The information requested is as follows: ) 


Is that lady employed by the Forest Ser, 





















































The Forest Service receives hundreds of requests for information from indi 
vidual women’s clubs and from national organizations of women concerned about 
forest conservation. These citizens consider that they are part owners of the 
national forests and have strong committees which study and discuss ways t 
make them and other forest and watershed lands contribute as much as possiblk 
to the national welfare. They are especially interested in the prevention of fores 
fires, in the control of insects and disease, in watershed protection, in forest and 
soil conservation, in maintenance of cover for wildlife and grass for grazing, and 
in the recreational use of national forests. We feel that they have a right to ask 
for and receive help and information on these subjects. It is given them in the 
form of publications, fire prevention posters, motion pictures, and other back- 
ground material. While helping such groups, our women personnel are frequently 
asked to and do deliver talks on forests and related conservation topics before 
meetings and conventions of women’s organizations, often taking part In panel or 
open discussions of conservation subjects. Women consider wise use of our 
resources and maintenance of our resource heritage for their children as their 
particular responsibility. 

For balf a century the annual appropriation acts have authorized the expendi 
ture of the Forest Service appropriation “to experiment and make investigations 
and report on forestry, national forests, forest fires, and lumbering * * * to 
advise the owners of woodlands as to the proper care of the same * * *.”” The 
act establishing the Department of Agriculture states: ‘‘There shall be at the seat 
of government a Department of Agriculture, the general designs and duties of 
which shall be to acquire and to diffuse among the people of the United States 
useful information on subjects connected with agriculture, in the most general 
and comprehensive sense of that word.” 

A good share of the thirty-odd million visitors annually seeking recreation on 
national forests are women, and we feel that the Forest Service has a responsibility 
to help them understand the need for care with fire, the precautions necessary to 
prevent damage to recreation areas and pollution of streams. We also feel that 
under the acts quoted above, the Forest Service personnel should assist them in 
their study of all other phases of forest conservation. 
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Mr. Horan. I wonder if they could not touch also on some of the 
difficulties we have when it comes to areas like the Olympic National! 
Park where we are allowing wastage, because it is a national park, 
and logging is prohibited. When we try to conserve that timber 
by allowing it to be eut, every conservation group in the United 
States, all of the garden clubs start writing everybody letters, just 
like we all got about the Dinosaur National Park in Utah. 1 think 
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just as well for somebody to keep the record straight with some 


hese garden clubs. 
\ir. Hunver, | think it is well that these things be explained 
\ir. McArpuie. We have encouraged everyone in our organization, 
men and women, whatever job they may have, to discuss resource 
iservation whenever they get a chance. The alternative is to 
ler that everyone in the Forest Service shall not speak in favor of 
soil, water, and forest conservation. We get thousands of requests 
not only for written information but for short talks on resource con- 
servation, to travel here and there and make speeches. We cannot 
(ill every one or even a fair percentage of these requests. Where it 
is in the same town, and perhaps the request may come from someone 
vith whom one of our people is well acquainted, we try to do it. 
Perhaps that same Forest Service employee may have to work nights 
to make up the work, but they never complain about it. Our job is 
to do everything we can to conserve this country’s natural resources. 
| am surprised that anyone would want us not to do all we can for 
conservation. 

Mr. Hunrer. The thing about that is that it is apparently mis- 
leading, the way the headline is written. 

Mr. ANprersEN. That is why I asked Mr. Loveridge to put a full 
reply in the record. 

Mr. Hunter. It states that this employee has been assigned to 
work with women’s clubs throughout the region. There are instances 
of other employees doing things much less beneficial than asking the 
ladies to put out their cigarettes. 

Mr. ANDERSEN. Do you have something further, Mr. Horan? 


EQUEST FOR AID TO FINANCE TIMBER ACCESS ROADS IN NATIONAL 
FORESTS 


Mr. Horan. I have an excellent statement on the need for access 
roads by Mr. Gordon A. MacGregor. Mr. MacGregor is a logging 
operator in Boise, Idaho. If we are to allow these access roads and 
conserve the timber now being infested with beetles, it will be men 
like Mr. MacGregor who will help that through their logging oper- 
tions in assisting the Forest Service to save that timber. I would like 
to put this in the record. It is short and to the point. 

Mr. ANDERSEN. We will have it placed in the record at this point. 


fue NEED FOR IMMEDIATE AID TO FINANCE TimBER Access ROADS ON NATIONAI 
ForEsTs ts URGENT 


The serious emergency arising from diseases, fungus, and different parasites, 
which have infested our western timber stands require immediate and all-out 
action to protect the valuable saw timber resources from destruction. 

Control by logging is the only sound economical! means of reducing disease and 
the parasite population. 

Much of the privately owned timbered lands are accessible by logging roads. 
The United States Forest Service contains over 73 million acres of commercial 
forest land, which they estimate has a sustained yield capacity of about 7 billion 
board feet annually. This capacity will increase as the overmature, diseased, and 
infected timber is removed, making way for immature growing stock, probably 
to an amount close to 10 billion board feet annually. It is regrettable to know 
that in 1942 the Forest Service made available only 2.2 billion board feet. In 1947 
sales had increased to 3.8 billion board feet. In 1952 the volume was less than 
5} billion board feet Figuring at an approximate average rate of $15 per thousand 
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this amounts to $75 million, just about half of what the national forests cou 
produced 

The major reason for the inability to harvest the sustained-yield capa 
national forests is lack of timber access roads In the national forests of t} 
lies much of the potential for the current national forest production. Thesi 
for the most part are in a rough and rugged area heretofore avoided by 
portation routes 

It is estimated that it would be necessary for the Forest Service alone, 
struct over 5,000 miles of access road at an approximate cost of $112 
during the next 5 vears in order to salvage the overmature, diseased, and it 
timber for which they could receive approximately $1.5 billion. The Gover 
would receive 10 to 1 on their investment by putting on the market that 
may otherwise drop to the ground, increase the fire hazard, and make 
breeding grounds for the bugs which are infesting our timber—saving nothing 
the economic importance to this Nation by the logging and manufacturing of | 
stumpage i! nished lumber which increascs its value about five times 

To localize this situation closer to our own area as an example, it would by 
wise to refer to a publication made by the Forest Service in January 1953 . 
titled “Spruce Bark Beetle Infestation and Plans for its Control, North Ida 
and Western Montana.’’ 

The regional forester of this area has remarked that the logging industry 
remove at least 400 million board-feet of beetle-infected timber during the fi 
vear 1953 and 1 billion board-feet in 1954 if control efforts are to be successful 

It is estimated that the national forest’s share in construction of the main 
access roads into the beetle-infected area would cost $15 million. The wealt! 
produced by recovering 1.4 billion board-feet of infected timber would be appro 
mately a billion dollars based on $70 per 1,000 board-feet for finished lumber 

The Boise and Pavette National Forests in southern Idaho are losing millions 
of board-feet annually because the harvest of trees invested with disease 
parasites has not kept pace with the mortality of the infected trees. 

* Immediate financial aid is of a necessity along with an action plan on the for 
in constructing access roads and logging off infected timber if any control is to 
made effective. 

If a forest fire was consuming the amount of timber annually that disease and 
parasites are, every effort would be made to suppress it. What is being don 
about the bugs? 


CONFERENC!I ON CONSERVATION EDUCATION, PURDUE UNIVERSITY 
LAFAYETTE, IND. 


Mr. Hunvrer. | have received a number of inquiries and I picked 
out this one whiéh I referred to the chairman. There is another one 
that I would like to have you answer, and you can answer it later if 
vou want. 

I was sent a circular which announces a conference on conservation 
education, Purdue University, Lafayette, Ind., September 15 and 16, 


1952, and the correspondent points out that there are 8 representa- 
tives of the Forest Service present and wants to know why so many 
people from the Forest Service attended that convention. Can you 
answer that? 

Mr. LoveripGe. I will be very glad to put a complete reply in the 
record. First, allow me to correct that attendance statement. The 
circular sent you lists only three Forest Service representatives present. 
That is a modest number considering the great importance of this 
subject. ‘The gist of it is this: If we are to advance conservation in the 
United States, it is the children who are going to do it in the years to 
come. We work with the schoolchildren through the school super- 
intendents in many of the States. They ask us to help them build up 
the conservation sections of the curricula for their schools. They all 
realize that it is the children who are going to advance forestry and 
conservation generally in the years to come. I presume that was the 
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basic theme of this conference. I will be glad to put in a complete 
replv, Mr. Hunter. 
The material referred to is as follows: 


e Purdue meeting referred to was the annual work conference of the National 
mittee on Policies in Conservation Education. This committee is composed 
f edueators, conservationists, and laymen and its sole objective is to stimulate 
teaching of conservation in our schools and colleges. 
[Three Forest Serviee people attended the meeting. Mr. Mattison, of the 
Washington office, is a director of the national committee and was codirector of 
conference along with Dr. Carl 8S. Johnson of the Ohio State University. 
[hey were appointed as conference directors by Dr. R. H. Eckelberry, chairman 
the national committee. With Dr. Eckelberry, they planned and conducted 
the conference. 
Mrs. Ruth Jones, of the Forest Service, regional office in Albuquerque, N. Mex., 
was asked to participate in the conference and to discuss the successful conserva- 
teacher-training activities of Arizona and New Mexico colleges, in which the 
Forest Service has been one of the major cooperators. 
Charles E. Fox is in charge of Forest Service cooperative school work in the 
Lake States region. He is a member of the national committee. 


\Ir. ANDERSEN. We appreciate your having been with us today, 
Mr MeArdle, and | am sure the committee has benefited from your 
testimony. 

Mir. McArpie. Mr. Chairman and gentlemen of the committee, 
thank you for your attention and very fair-minded attitude 


WEDNESDAY, APRIL 1, 1953. 


SOIL CONSERVATION SERVICE 
WITNESSES 


DR. ROBERT M. SALTER, CHIEF 

J. C. DYKES, DEPUTY CHIEF 

DR. CHARLES E. KELLOGG, CHIEF OF RESEARCH 

F. J. HOPKINS, ACTING CHIEF OF OPERATIONS 

Cc. H. DORNY, CHIEF, BUDGET AND FINANCE DIVISION 

RALPH 8S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 

JOSEPH C. WHEELER, DEPUTY DIRECTOR, OFFICE OF, BUDGET 
AND FINANCE, DEPARTMENT OF AGRICULTURE 


Mr. ANDERSEN. Gentlemen, the committee will come to order. 

We have before us this morning the Soil Conservation Service. 

We will insert in the record at this point pages 26 through 28 and 
70 through 76 of the justifications. 

(The data requested is as follows:) 


PURPOSE STATEMENT 


The Soil Conservation Service was established by the act of April 27, 1935 
16 U. 8S. C. 590a-590f) and is the agency of the Department which provides 

technical aid in bringing about physical adjustments in land use that will con- 
serve soil and water resources, establish a permanent and balanced agriculture, 
and reduce the hazards of floods and sedimentation. The Service carries on the 
following activities: 

1. Makes research investigations which include (a) studies of the effects of 
land-use and conservation treatment upon watershed hydrology and sedimenta- 
tion of stream channels and reservoirs and methods of water and sediment control, 
(b) the design and hvydraulies of structures, (c) the engineering phases of irrigation 





1378 


and drainage, (d) the organizational aspects of water projects, and (e) the econo. 
mics of conservation. The work is conducted in cooperation with the respectiy, 
State agricultural experiment stations and other governmental agencies. 

2. Provides technical and other assistance to locally organized and loca) 
controlled soil conservation districts and other cooperators in the 48 States a 
the Territorial possessions, in developing conservation plans and applying planned 
prac tices. (As of June 30, 1952, 2,467 conservation districts had been organized 
It is estimated that an additional 175 » will be organized in 1953, and another 109 
in 1954.) This assistance includes: (a) The making of soil surveys to determin, 
the capabilities and conservation treatment needs of each acre of farm and rane} 
land, (b) technical assistance in developing and applying conservation farm a 
ranch plans which allow for the best possible use by the farmer or rancher of hj 
land, labor, equipment, and financial resources, (c) the loan of some special types 
of equipment not readily available to the farmer but needed to establish certai; 
conservation practices, (d) the grant of limited quantities of trees, new or improved 
strains of grass and legume seed, and other conservation plant materials, and 
(e) stream flow forecasts in the Western States (based on snow surveys) to provide 
for efficient seasonal utilization of water available. 

3. Under the authority of title III of the Bankhead-Jones Farm Tenant Act 
(7 U. 8. C. 1011-1012), carries on a development.and management program o1 
70 land-utilization projects which cover areas of submarginal land that wer 
acquired by the Department. Revegetation and other development work js 
being done on these lands in accordance with their use-capability and needs 
order to prevent further damage, achieve proper land use, and improve the agri- 
cultural economy of the communities affected. After development, the project 
lands and facilities are made available to local farmers and ranchers at equitabk 
rates under specific use conditions. Of the revenue received from use of the land 

percent is returned to the Federal Treasury and 25 percent is paid to the 
counties in which the lands are located, to be used for school and road purposes 
The Service is also responsible for settlement of boundary-dispute claims on th: 
Sebastian Martin grant lands in New Mexico [act of Aug. 11, 1945 (7 U.S.C 
1011 note)] 

4. Conducts soil surveys to classify and map soils in a national system unde: 
standard nomenclature and publishes soil maps and reports These surveys and 
reports are for use in recommending soil, water, and crop management practices 
on individual farms and ranches and in the development of land-use programs 
the various Federal and State agencies. A complete land inventory of all th: 
agricultural lands in the Nation is the goal. This work is conducted in cooperatior 
with the respective State agricultural experiment stations and other State and 
Federal agencies. 

5. Flood-prevention activities —(a) In cooperation with soil-conservation dis- 
tricts, flood-control organizations, watershed-improvement associations, etc., 
provides technical and other assistance to farmers and ranchers in selected water 
sheds in planning and establishing an accelerated program of conservation-land 
treatment contributing to flood prevention. This work includes assistance 
preparation of subwatershed-work plans which integrate the plans for establishing 
these measures with those for installation of flood-prevention works of improve- 
ment (measures primarily for ood prevention; see (b), below) ; making soil surveys 
and land-capability maps; and providing assistance in preparing conservation 
farm, and ranch plans, and installing conservation measures. 

(b) Carries out flood-prevention activities in areas assigned by the Secretary of 
Agriculture, under funds allotted from the appropriation “Flood prevention, 
Agriculture.’”’ These activities consist of surveys of watershed conditions and 
preparation of reports recommending action to be taken, preparation of detailed 
subwatershed work plans, and installation of works of improvement such as 
floodwater-retarding structures, stream-channel improvement, stabilizing and 
sediment-control measures, diversions, floodways, etc. The improvement 
measures (measures primarily for flood prevention) are installed in cooperation 
with local soil-conservation districts, flood control, and other organizations. The 
Service also assists in the preparation of comprehensive plans for the agricultural 
development of river-basin areas. 

6. Under the authority of the acts of May 10, 1939 (53 Stat. 685, 719) October 
14, 1940 (U. S. C. 590y—z-10), as amended and supplemented, June 28, 1949 
(Public Law 132) and September 6, 1950 (Public Law 760), carries on a water- 
conservation and utilization program. The Service develops irrigated and irriga- 
ble land (both Government and privately owned) for efficient use of irrigation 
water, provides settlement opportunities for veterans and needy farm families 





1379 


gh the sale of developed farm units, and during the development and early 
tlement period assists settlers within the authorized project areas with their 
and water-conservation and land-use problems. This work is being con- 
ted on the 5 remaining active project areas in 4 Western States. 
Soil Conservation Service maintains its central office in the District of 
ibia, with majority of its activities highly decentralized to 7 regional offices, 


tates and 4 Territorial offices, 33 research locations, 25 nurseries, 5 water- 


ervation and utilization projects, and more than 3,200 area and work unit 
es which carry on the technical programs in conservation districts, 
ation projects, and watershed flood-prevention areas 

\s of November 30, 1952, the Soil Conservation Service had 11,5 full-time 

ployees (185 in Washington and the balance in the field) and 2,206 part-time 

ployees who are generally employed in the field during the seasonal periods 

en there is need for additional assistance in applying conservation practices 


land- 
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$67, 610, 944 
ter-conservation and utilization } 07, 25 


457, 252 


lotal 


ides $5,766,930 available from prior year balances for emergency channel restorarion in flood-str 
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Statement of obligations under allotments and other funds 


Includes only those amounts which, by Nov. 30, 1952, were actually received or programed for 1953 


54. Since work for other agencies is performed on a service basis, at the request of those 
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Mr. ANDERSEN. Dr. Salter, we would appreciate a short genera! 
statement from you, sir. 
Dr. Satrer. Thank you, Mr. Chairman. 






GENERAL STATEMENT 












Last vear, when I appeared before your committee for the first 
time as Chief of the Soil Conservation Service, my comments were 
devoted primarily to the job of the Service as I saw it. I discussed 
the soil- and water-conservation problems in this country and outlined 
my concept of Service responsibilities in helping to solve those prob- 
lems on the farms and ranches of America. 

I told you that as Chief of the Service I intended to devote most of 
my efforts to two jobs. One was speeding up the application of 
conservation on the land and the other was improving the working 
relationships with other agencies concerned with other phases of the 
conservation movement. I would at this time like to report progress 
on both of these efforts. 
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1952 WAS A RECORD YEAR 


Last year we had a record year. The SCS helped soil-conservation 
district cooperators apply 11 percent more conservation work on the 
land in 1952 than in 1951 

During 1952 the number of new soil-conservation-district coopera 
tors reached an all-time high. By the Ist of January this yea: 
1,225,000 farmers and ranchers were cooperating with districts and 
had received some assistance from the SCS. That was an increase of 
262,870 cooperators—an increase of 46 percent over the number o| 
new cooperators in 1951. Land in cooperators’ farms and ranches 
totaled 352,000,000 acres, about 30 percent of the agricultural land in 
the United States, 

Out of the 14% million farmers who have had technical assisten 
from the SCS with their conservation problems, nearly 1 millior 

79 percent) have developed basic conservation acs for their land 
A total of 64 percent of their planned work has been applied. Thi 
remaining 21 percent of cooperators have started their conservation 
planning while applying certain immediately needed practices. 

This record of progress can be attributed largely to three develop- 
ments: (1) The progressive planning procedure started by the Servic 
in 1951, (2) the contacting of more farmers as a result of servicing 
the agricultural conservation program, and (3) improved efficiency of 
operations within the Soil Conservation Service. I'll sav more about 
these developments a little later 

Siace there are new members on vour committee this year, M: 
Chairman, it might be appropriate for me to review briefly the con 
servation job confronting this Nation as I see it. 

The problem confronting us is one of making the agricultural lan 
of the United States support a fast-growing nation with a high stand 
ard of living for our generation and those that follow us. Americar 
farmers are already maintaining in production nearly all land now 
available to economic crop production. Agriculture cannot look to 
new land and expanding farm acreages to satisfy the Nation’s futur: 
demands for food and fiber. From here on out we are going to hav: 
to depend largely on the land now being farmed. 

To meet the demands of the future, existing acreages must be made 
to produce more abundantly. We must move rapidly to protect and 
build up soil productiy ity to sustain higher and more efficient yields 
of crop and livestock products. 

At the rate we are now going, it is my opinion that our soils are 
deteriorating faster than we are building them up. Erosion is still 
taking a heavy toll on many farms throughout the country. On even 
more farms native soil fertility is still on the downgrade. On our 
most productive land in the Midwest and Great Plains, for example, 
much of the soil humus has been burned out. The inherent produc- 
tivity of the soil has declined continuously and is still going down. 
Our conservation efforts have helped to slow up this downward trend, 
but we are not yet moving fast enough to reverse it. 

Many of these soils, of course, are still productive, but not as pro- 
ductive as they can be made. For many of these soils we have avail- 
able the technology to manage them so as to build up and maintain 
productivity. The problem is to get that technology into use on more 
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farms—to get applied all the technology we now have, plus all we 
can get from av igorous program of research. 

It’s application can be of great economic help, too, espec ially during 
tight economic periods such as the one we are now in. Conserv ation 
farming, emphasizing the use of land within its capability and the 
application of ail practices needed for its protection and improvement, 
offers an effective way of increasing production efficiency and lowering 
costs. 


FARMERS NEED TECHNICAL ASSISTANCE 


The problem is especially difficult because the technology of land 

» and soil treatment must be fitted specifically to the pattern of 
soil and water resources of the individual farm or ranch. 

Throughout the country there are wide variations in climatic 
conditions. Thousands of different kinds of soil exist. There are 
wide differences in soil types on individual farms—difference in slope, 
degree of erosion, drainage, inherent fertility, and past land use. 

The determination of the particular pattern of soil and water re- 
sources on a farm and the adaptation of available technology to the 
protection and improvement of these resources require knowledge and 
skills that most farmers do not possess. 

To develop a sound and economical plan for conservation farming ¢ 
farmer needs, first, to have a scientific inventory of his soil and water 
resources. Farmers cannot classify their own soils. 

Next, the farmer needs assistance in choosing among alternative 
uses and treatments for the land, based on this scientific inventory. 
He needs assistance in selecting and combining into a practical plan 
those measures which will protect and improve his particular land 
resource, contribute most to a sound management program for the 
farm, and aid in the solution of watershed and other resource problems 
of the community. 

Finally, most farmers need technical help in applying complex 
practices, such as water-control systems, drainage systems, terraces, 
and certain crop, pasture, range, and woodlot practices. 

Furnishing this on-site technical assistance for soil, water, and plant 
management—aimed at soil protection and improvement, water 
conservation, flood prevention, and economic production on a sus- 
tained basis—is the primary job of the Soil Conservation Service. 


SERVING FARMERS WITHOUT DOMINATION 


As you know, the services of the SCS are made available to farmers 
and ranchers through soil-conservation districts. These districts are 
local units of State government, organized and controlled by local 
people. I consider them a highly effective device through which the 
Government can serve farmers without dominating them. 

As a matter of fact, soil-conservation districts are becoming more 
and more the focal point for programs dealing with land use and soil, 
water, and crop management in the field of conservation farming. 
[ believe that it is in the public interest that all agricultural land in 
the United States be within soil-conservation districts so that the 
services of districts can be available to all farmers and ranchers. 
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CONSERVATION EDUCATION 





Helping farmers to understand the need for and the benefits of a: 
the principles underlying conservation farming is an educational 
The [extension Service has the major responsibility for the over 
educational phase of the conservation movement. 

lo get conservation technology into action on more land mo; 
rapidly, as we must do to meet the future agricultural demands of t! 
Nation, greater teamwork must be developed between conservati 
education and on-farm technical assistance. I consider the strengt! 
ening of this teamwork as fundamental to accelerating the soil 
servation program 







COORDINATING CONSERVATION EFFORTS 





| believe we are making good progress in getting the efforts of the 
Service better coordinated with the efforts of others—especially with 
the land-grant colleges and the agricultural conservation program 

Last spring we imitiated a plan with the land-grant colleges in all! 
States to get a better meeting of minds on the interpretation of cor 
servation technology 

One of the criticisms | had heard about the Soil Conservation Service 
in vears past was that there was too much direction of technology 
from the regional office down to the State office and to the field, with- 
out consulting the land-grant colleges. I looked into that rather care- 
fully, and found that it did exist in some places, so I proposed to the 
land-grant colleges that in each State we hold an annual work con- 
ference of our technical people with their counterparts in the land- 
grant colleges and review the new technology and the experience and 
know-how of each group and try to come to a meeting of minds on 
what was the proper interpretation of technology for that State. The 
response to that proposal was very encouraging. ‘To date we have 
held those conferences in 29 States. Conferences are planned in 6 
more. There will be more of them in some of the other States later. 

| got this word back from some of the land-grant colleges: 

We do not feel we need these conferences. We have worked out effective means 

for cooperating on the technical features of the soil conservation program. 
In general, we are sure that these work conferences have been very 
effective in bringing the work of the Service and that of the land-grant 
colleges into closer coordination. We hope to make them a regular 
activity. 

While no such formal arrangements have been made for coordination 
with county extension programs, we are also making progress along 
this line. Our efforts here have been devoted largely to encouraging 
the Extension Service to give more assistance to soil conservation 
districts on the conservation education job. 

Good progress is being made locally in many areas. In Minnesota, 
for example, the Extension Service has taken the initiative on this 
problem during the last year. Assistant county agents were stationed 
in nine counties in the State during the past year to step up soil con- 
servation education. All nine counties are in soil conservation dis- 
tricts. These agents are working in close teamwork with SCS 
technicians, county PMA committeemen, district commissioners, 
and others. 
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The Service intends to increase emphasis on the coordination of our 
forts with those of the State experiment stations and extension 


sery ices. 












SCS ASSISTANCE IN ACP 










The Service has also made continued progress in carrying out its 
technical responsibilities in the agricultural conservation program. 
You know, we were charged with the responsibility by the Secretary 
r servicing the so-called permanent type practices in the conservation 
rogram. Last year the SCS managed to satisfactorily handle this 
vorkload in nearly all counties. Teamwork between PMA commit- 
tees, soil conservation districts, SCS technicians, and others was 
nproved further, and greater emphasis was given to using ACP 
assistance for conservation practices of a more permanent nature. 
There are indications, however, that in many localities our regular 
work of the development and application of well-rounded conservation 
ans has been slowed by the workload relating to single practices. 
\lso, in some areas it appears that mechanical, or dirt-moving prac- 
tices, may be overshadowing the application of other practices equally 
needed for conservation. 

During the 1952 calendar year about 542,000 ACP requests were 
serviced and necessary certification was made by SCS technicians. 

lt is significant to note that of the ACP participants assisted 48 
percent were already cooperating with soil conservation districts, 

5 percent became district cooperators, and 37 percent were not 
ooperating with the districts. 

A total of 1,558 man-years of technical personnel services was used 
for this SCS on-farm permanent-type practice work in the AC program 
n 1952. Of these 1,558 man-years, 5 percent funds transferred from 
ACP to SCS financed 382 man-years of this work. PMA employees 
assigned to work under SCS supervision accounted for 216 man-years. 
Help from other agencies, such as Extension Service and Vocational 
Agriculture, accounted for 75 man-years. The remaining 885 man- 
vears of work was provided from regular SCS funds. In other words, 
64 percent of our ACP work was done with regular SCS funds for 
assistance to districts. 




























SURVEY RESPONSIBILITIES 





AND SOIL 





RESEARCH 





ADJUSTMENTS IN SOIL 











In past years this committee has expressed concern about possible 
overlapping in soil research and soil survey work in the Department 
of Agriculture. At the suggestion of the research administrator, 
Dr. Shaw, adjustments in responsibilities within the Department in 
both of these fields were made during the last year. The aim was 
to strengthen the scientific work in both fields, clarify administration 
and cooperation with State experiment stations and other agencies, 
and expand the opportunities for better service to farmers. 
Responsibility for all research ia soil and crop management and 
in water management on farms related to crop production was assigned 
to the Research Administration. Responsibility for all soil survey 
work in the Department was assigned to the Soil Conservation 


Service. 
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RESEARCH 


s 1 told your committee last vear, I do not consider research as 
oan objective of SCS. To furnish the competent tech: 
assistance that farmers need to protect and improve their soil 
increased and sustained production, the Service must have a sound 
body of technology on which to draw. I believe the Service should 
conduct research only in those fields where the needs of the Servic. 
are not being met by research agencies. 

Research being conducted by the SCS in the field of soil and crop 
management and water management on farms was transferred to 
the Bureau of Plant Industry, Soils and Agricultural Engineering 
In total, the transfer involved $1,108,520. This transfer will make it 
possible to knit all of the Department’s soil management research 
into an integrated pattern and should result in the developmen 
of a sounder body of soil management technology. 

I want to emphasize that this transfer does not in any way imply a 
lessening need of soil research. Quite to the contrary. A more 
vigorous program of soil research is needed for the Service to better 
assist farmers in solving their difficult soil problems. There are a 
lot of problems to which we do not have the answers. We bump 
into them every day. 

The main reasons that I approved of the transfer was because | 
believe it will dissolve confusion and create a better environment for 
an acceleration in such research and will create opportunities to estab- 
lish mechanisms more sensitive to farmers’ soil-management problems 

We have already taken steps to insure that research in this field will 
reflect the problems of farmers and that research findings are more 
— applied to the solution of those problems. A system of re- 

arch-requirements committees in now being established in each of 
the 4 8 States to determine SCS requirements “for research in all tech- 
nologies relating to soil and water conservation. We believe that 
when this system is in full operation that we will be more effective in 
getting the research needs of the Service before the research agencies. 

You understand,-of course, that not all of the SCS research was 
transferred. The Service still has the primary responsibility in several 
fields. This is with the concurrence of the Research Administration 
since the Service is in the best position to give effective leadership in 
these fields. The Service has a great and growing need for additional 
information in such fields as hydrology, sedimentation, runoff, design 
of structures, effect of land use, and treatment on waterflow and en- 
gineering design aspects of drainage and irrigation. With the de- 
velopment of clear-cut lines of responsibility for conservation research, 
we hope to be able to strengthen those lines of research that remain 
within SCS 

SOIL SURVEY 


Early last year we undertook a field study of soil mapping and the 
use of soil maps, looking toward technical coordination of the soil- 
mapping work of the SCS and the national cooperative soil survey in 
Bureau of Plant Industry, Soils, and Agricultural Engineering. This 
study revealed that the map requirements for a good job of conserva- 
tion farm planning and those for a scientific soil survey were about the 
same. On the basis of this study the Research Administrator recom- 
mended that all soil-survey work of the Department be consolidated. 
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Responsibility for the combined program was placed in the SCS for 
several reasons: 

1. Surveys form an intimate, day-by-day part of the field operations 
program of the SCS. The soil survey of a farm or ranch is the first 
step in the development of a conservation plan. It is essential that 
the location and timing of surveys be coordniated closely with other 
phases of SCS operations. 

2. The soil surveyors of the SCS devote only about one-half of their 
time to actual survey work. The remainder of their time is used in 
interpreting soil information for use by farm planners, engineers, 
agronomists, range specialists and foresters, and. in assisting farmers 
to plan and carry out basic conservation plans on their land. They 
are interpreters as well as surveyors. 

3. The annual volume of survey work carried on by the SCS has 
been 5 to 6 times the volume of survey activities of the national cooper- 
ative soil survey and the State experiment stations combined. 

4. The facilities of the seven regional cartographic laboratories of 
the SCS, which are organized for rapid reproduction of land-capability 
maps used in farm planning, would be available to supplement the 
mapping resources of the soil survey. 

We are now in the process of consolidating both old lines of work 
into one unified soil survey as an integral part of SCS organization. 
Because of the timing of the transfer, we simply inserted the soil-survey 
work as a separate activity in the budget schedule. We plan to merge 
this activity with similar work already being carried on under other 
activities. For fiscal year 1954, we plan to transfer the $100,000 
available for soil-survey research into our research activity, and the 
remaining $1,024,520 into the activity assistance to soil-conservation 
districts and other cooperators which already includes an amount of 
$4,733,000 for soil surveys. 

With these new arrangements the SCS has accepted the responsi- 
bility to meet the soil-survey needs of all agencies concerned with 
land use and conservation. We intend to fulfill this broader responsi- 
bility without hindering our assistance to districts for conservation 
farm and ranch planning. 

Close cooperation with State-college workers in all phases of the 
program will be maintained and strengthened. We look forward to 
working out more rapid and effective programs for the reproduction 
and distribution of survey field sheets and the publication of county 
maps and reports. 

FUTURE PROBLEMS 


Now, I should like to comment briefly on some major problems which 
undoubtedly will have considerable impact on the long-range future 
of the Service program. 

One outstanding development has been the rapid growth of interest 
in small watershed-conservation programs which could become an 
important segment of the Service program. Interest has spread not 
only among farmers but also among merchants, bankers, industrial- 
ists, newspaper and magazine editors, and many others. 

Most significant, perhaps, is the fact that these local watershed 
interests are not asking for large Federal public works. They want 
to maintain local responsibility for such programs in their communities 
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aid to provide locally for an unportant share of the cost of waters} 
improvements 

Local watershed organizations and groups, which now nun 
about 800 in the United States, have been increasingly pressing 
Service to provide technical planning assistance. They want 
nical assistance for needed measures that cannot be installed by 
vidual landowners and operators, for measures which have benefits 
to groups or the public rather than just to individuals, and for measures 
which benefit nonagricultural as well as agricultural interests. A; 
this time we are supplying a very limited amount of assista 
requested by these groups. 

Another problem facing us is the need for a considerable speedup 
our soil-survey activities. The first requirement for developing 
sound conservation plan for a farm is a land-capability map based upo: 
a soil survey of the farm. Hence, our planning activities are limit: 
by the rate of our survey activities. 

The backlog of soil-survey information is becoming low in many se 
tions of the country, and could become critical. During the 1952 
calendar year, 72 million acres came under district agreement, whereas 
only about 40 million acres of new soil surveys were made. The la 
of adequate soil surveys could become a bottleneck to our overa! 
planning effort 

Completion of a national land inventory is important not only to 
SCS but, also, to watershed development, to the research programs o 
the Department and State colleges, and to the action programs of a! 
agencies concerned with land use. 

We are also still concerned about the rate at which conservatio: 
work is being applied on the land. Although our rate of application 


has been speeded up, we still doubt that we are going fast enough t 


t the national needs. 

The work done last vear provided protection and improvement for 
about 3 percent of the Nation’s agricultural land still in need of con- 
servation treatment. That was last year. That rate is double what 
it was 5 years ago. Even so, it obviously wovld require about 30 
years to complete the once-over job at the current rate of progress. 


mee 


INCREASING SERVICE EFFICIENCY 


We are constantly studying and changing our methods to achieve 
greater efficiency. We made good progress last year. As | told you 
earlier, we got 11 percent more conservation work done on the land 
of district cooperators in 1952 than in 1951. 

We believe the Service has made an excellent record in its effort to 
reduce and keep so-called overhead expense to a minimum. During 
the past 10 vears the proportion of our resources going into overhead 
has been cut in half. 

I would like to show you a couple of charts on that, which are quite 
revealing, I think. 

This is a chart on which we have the percentage of total resources 
indicated on the left. The green is the percentage of resources which 
goes to field activities. The vellow indicates the percentage that goes 
to overhead; that is, the Washington, regional, and State offices. You 
will notice that the percentage of total funds going into overhead is 
only about 50 percent of what it was 10 years ago. 
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Here is another chart which shows the same thing in terms of man- 

wer which is essentially the same. 

These are percentage charts. I have here another chart which 
shows the actual figures. Here at the top are the absolute amounts of 

oney going into the field. These three little blocks at the bottom of 
the chart show Washington, regional, and State offices 

Mr. ANDERSEN. Does that include area offices, too? 

Dr. Sauter. That includes Washington, regional, and State offices; 
lot anything at the lower level. 

We have stressed need for efficiency in all of our activities. Th 

port on “Common Services,” which we submit to the Bureau of the 
Budget annually, illustrates the good record of the Service. For 1953 
t shows that SCS personnel offices served 25 percent more persons per 
employee than the standard, that SCS payrolled 21 percent more per- 
sons per auditor than the standard, and that SCS examined 36 percent 
more vouchers per auditor than the standard. 


sons served per personnel employee 
ons payrolled per auditor 
Vouchers examined per auditor 


REALINEMENTS IN SCS ORGANIZATION 


The Service took additional steps last year to further increase the 

effectiveness of its work by making important realinements in its 
orgaiieationsl structure and methods of work. Major objectives of 
the changes were: (1) to provide for closer and more ree super- 
vision of all phases of Service work from the top down; (2) to emphasize 
the efficient management of Service activities by ind to key 
positions special responsibilities for training, work planning and 
execution, inspection and other production activities; and (3) as far as 
possible, to make available additional resources in funds and technical 
personnel for direct assistance to farmers and ranchers at the bottom 
level. 

The most important change in the accomplishment of these objec- 
tives took place in the area offices, which have now been assigned 
primary responsibility for the efficient management of field activities 
which contribute to getting more conservation work applied on the 
land. The former position of district conservationist was eliminated 
and a new position of area conservationist was created with revised 
responsibilities. By concentrating on management responsibilities, it 
was possible to enlarge the geographical scope of the job and decrease 
the number of positions at this point in the Service organization. 
This action has resulted in a saving of positions totaling 237 man- 
years which are now being used for direct technical assitance to farmers 
and ranchers. These area conservationists are our first line of super- 
vision; they supervise the work unit conservationists. 

Responsibilities of State conservationists for management have 
been greatly emphasized. In most States, the workload on this ac- 
tivity is of such importance as to require the delegation of this re- 
sponsibility as a full-time duty of an assistant State conservationist, 
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who will have general supervision of such work throughout the State. 
The assistant State conservationist is directly concerned with manage- 
ment improvement. He works with the area conservationist, and 
they with the work-unit conservationist, to get more work done pe; 
man. 

In the regional offices and in Washington, our efforts have been 
directed toward achieving closer supervision and more effective opera- 
tion by grouping related activities under the leadership of key mem- 
bers of our staff. Under the former organization of the Service, the 
administrators were required to direct activities of an extremely larg 
number of individual staff members representing numerous technica! 
and administrative activities. 

With the growing workload of the Service and the expansion of 
certain important activities, proper coordination became extremely 
difficult. Furthermore, it was not possible to give the required deg 
of supervision and guidance necessary for effective operation. 
new system groups all related activities under major functions each 
heade d | by a key member of the staff. The number of people report- 
ing to the Chief and Assistant Chiefs of the Service will be material]; 
reduced and it will be possible to give a higher degree of direct supe: 
vision to technical and administrative specialists. We believe th 
changes will contribute to further reduction of overhead costs and 
materially increase efficiency. 

Along with the realinement of our organizational framework and 
methods of work, from top to bottom, in the interests of furth« 
increasing the effectiveness of all phases of Service work, we hav: 
been making a concerted effort, in cooperation with the Department 
and the Civil Service Commission, to work out a more equitable 
grade structure for the agency. As I discussed with your committe 
last vear, I felt strongly, when I transferred to the Service from another 
agency of the Department, that the grade structure was not equi- 
table, in comparison with other comparable agencies and did not 
provide adequate compe nsation for the type of leadership we were 
demanding in our ~work. 

We have made some progress during the past vear in that the Civil 
Service Commission has already approved a more flexible and ade- 
quate structure at the ground level of our organization, which has 
been put into effect for our work-unit conservationists and area 
conservationists, 

Instead of having a single grade for a work-unit conservationist 
and a single grade for an area conservationist, we now have two 
grades at each level. Our studies are continuing in the middle and 
higher brackets of our positions, to bring all of our classification 
specifications into proper balance. It is highly essential that these 
studies be satisfactorily concluded, with appropriate action by the 
Civil Service Commission, in order to more fully realize the advantages 
inherent in the regrouping and realinement of our major staff activities 
in both our regional and Washington offices. 

That, Mr. Chairman, completes the general statement. 

Mr. Anpersen. Thank you, Dr. Salter for a very fine statement. 
As you perhaps know, this subcommittee has always been very much 
interested in the Soil Conservation Service. In fact, we have been 
responsible during vears past for exceeding the SCS budget to assure 
adequate staff for new soil-conservation districts. 
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FARM CONSERVATION PLANS PROGRESS 


| wish you would discuss the progress of the national program in 

rms of the number of farms for which plans are needed, the number 
mpleted, and the percentage of completion. 

First, how many farms would you estimate need this planning work? 

Dr. Saurer. Nearly all of them. Really, there are some farms 
here the problem is very simple or where from other causes than 
issistance by the Service they have good programs underway. The 
ercentage of such farms in the United States is probably less than 
0) percent. 

Mr. ANDERSEN. You would say there are very few parts of the 
nited States which would not benefit from application of the techni- 
al knowledge of the Soil Conservation Service? 

Dr. Satrer, That is correct, sir. 

Mr. ANDERSEN. Approximately how many plans do we have com- 
leted today, nationwide? 

Dr. Satter. We have approximately 1 million farms with basic 
conservation plans, and about 225,000 farmers who are started on 
conservation plans under our new progressive system. 

Mr. ANDERSEN. What is the latest census as to the number of farms? 

Dr. Sautrer. I will put the correct figure in the record. It is a 
little over 5 million, I believe. 

The information requested is as follows:) 


According to the 1950 census, the number of farms and ranches in the United 
States is 5,382,162. 


Mr. ANpeRSEN. You say you have done work on approximately 


| million farms? 

Dr. Satter. We have completed conservation plans on about 
that many. There are about 225,000 more cooperators who are 
working on plans. 

Mr. AnpERSEN. What is the percentage of completion of the job 

the United States? If you have completed | million farm plans, 
loes that mean we are 20 percent done? 

Dr. Sauter. No, we are not 20 percent done. There are two 
ways of approaching that problem. 

Of the land area in farms in the United States, which is 1,158,000,000 
acres in farms and ranches by the 1950 census, we have planned work 
on a little over 300 million acres. The planned work that has been 
applied is equivalent to about 175 million acres, or 16 percent, totally 
treated. 

We estimate there are about 900 million acres of land which still 
should be treated under the program. 

The proportion of the total technical-assistance job accomplished is 
somewhat higher. This includes the survey work done as a basis for 
planning, the actual planning of farms for conservation farming, and 
the assistance given in getting the conservation practices applied 
to the land. 

We figure that the technical assistance job is approximately 25 
percent done. 

We have accomplished somewhat more of the total job of the 
Service than the farmers have in the application. 
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AVERAGE COST PER FARM PLAN 


Mr. ANDERSEN. What would you say would be the average 
per farm? 

Mr. Dykes. The total cost during the past few vears has averay: 
about $1.60 an acre 

Mr. ANDERSEN. Approximately $1.60 an acre? 

Mr. Dykes. That is correct. 

Mr. ANDERSEN. On a quarter section farm that would be approx 
imately $250? 

Mr. Dykes. That is correct. On the larger farms, of course 
would be a somewhat smaller cost per acre. 

Mr. ANDERSEN. Yes. 

Mr. Dykes. The costs go down materially on rangeland and on thy 
irrigated acres the costs go up materially, because of the greater r 
quirements for technical assistance. On the average it has run abou: 
S] 60 

Mr. Anpersen. Mr. Dykes, will you give this question a litt 
more study and put a more comprehensive answer in the record? 

Mr. Dykes. Yes, | would be glad to. 

(The information requested is as follows:) 

During the fiscal year 1952 the actual Service inputs for technical assistanc: 
soil surveys, and conservation planning and treatment amounted to $1.77 per 
acre, including supervisory and administrative overhead expense. In this ca 
culation the total obligations for the activity ‘‘Assistance to soil conservati 
districts and other cooperators”’ was included. On this basis the total cost for 
technical assistance on a 100-acre farm would amount to $177. The averag 
size farm for which the Serviee is currently providing technical asistance, is 288 
acres. Using the average cost of $1.77 per acre, the total cost per farm of getting 
conservation on the land would be approximately $510. This includes all the 
work from the initial stages of planning to the completion of all of the applied 
work over a period of years. 

The Service cost for technical and other assistance, including overhead, to 
farmers and ranchers for 1953 is estimated to be $1.68 per acre, and that for 1954 
$1.65 per acre. 


PARTICIPATION BY STATES 


Mr. Anpersen. Dr. Salter, what is the participation by States and 
counties in the program? 

Dr. Saurer. Most of the States and territories participate in the 
program by making funds available to soil conservation districts 
Many counties assist districts by the loan of equipment, providing 
office space, cash grants, and so forth, but we do not have a total 
figure. 

Mr. AnpersEN. In answer to that question perhaps you will give 
me an answer in the record in detail. 

Mr. Dykes. We would be glad to. We do have the figures on 
State appropriations. 

Mr. ANpERSEN. We would like to have them inserted at this point 

Dr. Satrer. All right. 

The information is as follows:) 
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ent State appropriations and allocations for soil conservation district program ! 


Estimated for 


appropriations and allocations 
Expenses of State Directly assist- 
committee ing districts ? 


Period Amount (Percent Amount |Percent) Amount 


if Sept. 30, 1952 $4, 500 $1, 350 

} if June 30, 1953 3, 600 3, 600 
kansas 4 1951-June 30,1953 , 484 : 23, 304 
lifornia 1952-June 30, 1953 38, 520 38, 520 
lorado , 289 6, 289 
nnecticut . 1,1951-June 30, 1953 , 000 ‘ 5, 000 
iwal 181, 400 21, 400 

, 150 7 8. 164 

OVO 2: 12, 500 


,1951-June 30, | 800 800 

000 , 000 

000 m0 

, 610 22,160 

June 1953 000 200 

June 1954 765, 000 5, 000 

June 1953 , 960 196 

l , 252 , 276 
husetts 1 ,719 444 
gan , 1952-July 1953 51, 654 : 7, 904 
nesota . j July , 1953 ‘ 082 2% 164 
issippi 952-June 30, 1954 . 500 00 
ouri , 1951-July , 19453 27, 700 5, 000 
tana d , 1951-June 1952 , 000 5 000 
Nebraska , 1951-June 1953 23, 290 3 200 
Nevada , 1952 June 1958 750 TAO 
New Hampshire , 1951-June 1953 | , 000 , 000 
New Jersey 1952-June 30, 1953 3, 755 939 
New Mexico f , 000 , 500 
New York , 933 , 933 
North Carolina . , 1951-June 1953 000 000 
North Dakota . , 1951-June 1952 ‘ 227 
Ohio , 1951-July , 1958 : 5 516 
Oklahoma , 1951-June 1953 394 


Oregon 


af 


160 
Pennsylvania , 1951-May 31, 1953 | 30, 000 000 
Rhode Island_- d 1952-June 30,1953 | 2, 500 , 500 
South Carolina 21, 368 
South Dakota ‘ 1951-June 1953 27, 000 , 000 
lennessee , 1952-June 1953 , 000 5 , 000 
lexas , 1952-Aug. 31, 1953 255, 036 33 06,914 
Utal ; , 1951-June 1953 , 500 : 3, 675 
Vermont 5, 000 
Virginia ! , 1952-June 1953 200 
Washington , 1951—Mar. 31, 1953 49 
West Virginia d 1952-J une 1953 25, 000 
Wisconsin , 1951-July , 1953 512 
W yoming , 1951-Mar., 31, 1953 500 


United States 
total 3, , 720 , OO] 
Alaska : , 1951-Mar. 31, 4, 960 5 § 760 ‘ i 
Puerto Rico , 1952-June 26, 342 ; 429 17 


Grand total a 3, 914, 022 665 3, 110, 


Includes only direct appropriations and allocations. While cooperation with soil conservation district 
by State and local agencies in their regular course of work is known to be substantial, no reliable basis | 
been developed for evaluating assistance of such agencies as agricultural extension services, wildlife comn 

ons, forestry departments, counties, and municipalities 

Used by the soil conservation districts largely for 

1. Travel and expenses for members of district governing bodies while on official duties, includ 
attendance at regular or called meetings 
2. Clerical, space, printing, mailing, and other office expense 
3. Acquire, operate, and maintain equipment, also services of contractors 
4. Field assistants necessary to operate and maintain field equipment 
5. Part or full-time work-manager for the district governing body 
5. Planting materials for use on critical areas. 
Workers to help landowners and operators with application and maintenance of conservation 
practices and land use 
3 $6,000 for use by State agricultural extension service. 


‘ 


Nots.—For some States a part of a previously appropriated revolving fund is also available. 
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(TRANSFERRED FUNDS 

Mr. AnprerRsEN. Doctor, will you please describe the work 
formed with funds received by transfer or reimbursement? 

Dr. Sauvrer. | will ask Mr. Dorny, our budget officer, to do that 

Mr. Dorny. That is explained in general in the statement beginning 
with page 70 in the justifications. Our flood control funds, of cours 
are allotted to us from the general appropriation. Then we hay 
working funds advanced from various agencies in and out of th 
Department for such activities as mapping and preparing consery: 
tion plans for specific areas under the jurisdiction of other agencies 
for growing nursery stock for local and State agencies or organiza- 
tions which are cooperating in the conservation field. In our cart 
graphic laboratories we prepare copies of maps and aerial photographs 
under specific authority of law, for. individuals and State and local 
agencies who desire copies of them. 

We also have trust funds which are advanced for flood contro 
work and for work in connection with the water conservation and 
utilization projects under specific authority of the Bankhead-Black 
Act and transfer agreements executed with State Rural Rehabilitation 
Corporations. We have some projects still under construction where 
we lease lands and from the proceeds of those leases make payments 
in lieu of taxes to counties. 

Then we have advances made to the Service, from the mutual 
security and the point 4 programs which are used to finance work 
that we do in assisting those agencies in providing training services 
to foreign nationals. 

Those are the general types of funds, other than direct appropria- 
tions, which we have. 

One other substantial item is that which appears in the budget as 
a reimbursement as a result of the trade-in of equipment. When 
we buy new automobiles and pick-up trucks for transportation 
purposes, the old equipment is sold and the proceeds are applies to 
the purchase of new equipment by appropriation reimbursement 
process. 

Mr. AnprerseN. Mr. Dorny, you had a transfer from PMA 
$2.5 million, did you not? 

Mr. Dorny. That is another trust fund item and comes to us 
under specific agreements entered into with each county that desired 
the Service’s assistance. They advanced to the Service amounts on a 
calendar-year basis—they are shown in the budget, of course, on a 
fiscal-vear basis—to provide assistance to the county committees in 
planning and checking layout work in connection with permanent- 
type practices. 

Mr. Dykes. That was under a specific authority? 

\ir. ANDERSEN. Yes. 

Mr. Dykes. In the language of the appropriation? 

Mr. AnpEerson. That is correct. 

Mr. Dykes. As the 5 percent transfer funds, so-called. 

Mr. Dorny. As of March 31, for the 1953 program, a total of 
$4,078,573.34 had been advanced to the Service. That is a later 
figure than you have there in the budget notes. 
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WORK DONE FOR PMA 


\ir. Warrren. Dr. Salter, you were questioned about this transfe 

funds. I think to comple te the record you should show how much 
extra work you did under that for the PMA, which was formerly done 

them. 

Dr. Saurer. Yes. 

\ir. Wurrren. You did not have this transfer of funds to meet you 
regular operations. This transfer was for the purpose of providing 
echnical assistance which PMA formerly performed; is that not 
correct? 

Dr. Savrer. Within the limitation 

Mr. Wuittren. As to this particular work, there was a limitation 
1 the act. PMA supplied funds for the work? 

Dr. Savrer. That is right. 

Mr. Wurrren. This is in addition to the other funds, and is for 
vork delegated to vou to prevent a duplication of technical services? 

Dr. Satter. That is correct, Mr. Whitten. 


»ANOLA COUNTY, MISS. 


Mr. Wurrren. Dr. Salter, I have been seriously concerned through 
ie years at the tendency of vour agency, as well as others, to place 
mphasis on paperwork as against the real work in the field. 

| have had called to my attention in my own section a case which 

IS directly in point. This is a reference to the town of Como, Miss., 
and I want to put the details in here, because it is representative of 
an overall problem which I want to discuss. 


FIELD WORK VERSUS PAPERWORK 


This is a small town in Panola County, Miss., which has about as 
enlightened a group of farm people as any section that I know of 
They have been businessmen farmers for several generations. They 
do their work, and they expect folks who work for them to do their 
work. They expect a 10- or 12-hour day of Federal employees and 
elected officers, and they apply themselves that same way. 

In that county the Soil Conservation Service of the State has de 
moted a man, J. R. Haynes, who has been with that Service for many 
years in that county. A number of years ago, Soil Conservation 
Service wanted to move Mr. Haynes out, and the farmers agreed to 
help pay his salary in order to hold him there. 

I have here a petition signed by we ry farmer in that community, 
strongly opposing the demotion of J. R. Haynes. I took it up with 
the head of the Soil Conservation Se ‘rvice in Mississippi, who is a 
friend of mine and a fine gentleman. He wrote me a 2) page letter, 
single spaced, in which he said that the primary purpose of the program 
is farm planning and making reports on it. I wish to quote from that 
letter. [Reading:] 

To accomplish this, it is evident that there must be a plan for the use and treat- 
ment of each acre. The making of these plans, with the farmer participating, 
basing them on the land inventory and resolving the desires of the farmer and the 


needs of the land into a practical, economic, and technically effective conservation 
program, is a great responsibility which requires broad ability. 
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Then he states 


In the light of these facts, it is evident that the preparation of farm plan 
of the chief responsibilities of the work-unit conservationist. 

He goes on to say that Mr. Haynes has satisfied the farmers an 
helped them to get the work done on the land in the field; however, |, 
has been deficient in sending in these paper reports, which is muct 
more important. And they have reduced him about $1,000 a yea 
against the wishes of everv farmer in that county. . 

That bears out the point I have raised so frequently here: that 
paper reports for Washington are frequently put ahead of the work in 
the field with the farmers. Every farmer in this community is on thy 
petition. 

What is the cure for that? 

Dr. Satter. The plan is merely incidental to getting the job don 
that is correct. 

Mr. Wurrren. If a man is getting the job done, should that not 
count as to retaining him? 

Dr. Satter. Absolutely. 

Mr. Whitten, I agree 100 percent that the main job of the Soil 
Conservation Service is to try to get the work done on the land. We 
feel that for the work to be sound it should follow a sound plan and 
that plan must be related to the particular kind of soil and water 
resources on the farm. The plan is just a step in getting conservation 
on the land. 

Mr. Wuirren. If that plan suits the farmer, suits the needs of the 
land, suits the district commissioners, and you make progress in meet- 
ing the soil needs or the farm needs, isn’t that most important? 

Dr. Savrer. Obviously the reports are not important per se. All 
agencies have to have some measure of the work accomplished. We 
try to measure it in terms of the acreages surveyed, the number of 
farm plans, and the amount of application of conservation to the land 
We make use of all of those as measures. 

Mr. Wuirren. I do not know of any community or any area which 
has done a better job in the last 20 years of bringing every acre up to 
the point where if can be said there are good practices in soil conserva- 
tion. And here is the man who has done the soil-conservation work 

Dr. Saurer. I am surprised to hear we demoted anybody who has 
done a job of that kind. 

Mr. Dykxs. It is the first we heard of it. 

Mr. Wurrren. This is at Como, Miss., in Panola County. I wish 
you would compare it with any section of the United States. 


PROGRESSIVE CONSERVATION PLANNING 


I mention that because 2 or 3 years ago you intimated you would 
give a decided effort to modifying your approach to this program so 
as to list the 4 or 5 primary needs of the area—those things you had 
some chance of getting done—as against a farm plan with 20 different 
recommendations on it where you would probably get only 3 or 4 
done. What progress has been made in that shift of emphasis? 

Dr. Saurer. Our whole system of operations now, Mr. Whitten, 
is based on this so-called progressive planning system where we start 
in with the farmer in trying to develop the most important needs 
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first, rather than to have the plan all wrapped up for him at the 
yeginning. 

\ir. Wurrren. It probably ss be a great deal of trouble and 
expense to dig up the information, but I still wonder what percentage 
of each of those early plans are now obsolete due to changes in 
conditions. 

Mr. ANpDreRSEN. Mr. Whitten, that same question came to my 
mind 

Dr. Satter. I might give you a comment on that, Mr. Whitten 
We have re planned literally thousands of farms in the South in the 
f st 5 years. They had been planned origins ally as cotton farms and 

y have been replanned to bring in livestock and grass. They had 
been planned to meet all the eT of conservation for row- 
crop agriculture 

What you said about a plan ‘becoming obsolete is certainly true 
We are replanning farms all of the time in the South. With our 
present system of progressive planning there would have been less of 
this replanning, because there would have been a gradual shift from 

‘ type of farming to the other in the process of planning. 

Mr. Wurrren. Dr. Salter, we can expect further progress in 
reaching the end objective, conservation work on the land, can we not? 

Dr. Savrer. That is right. We are not a bit concerned with paper- 
vork except as a measure of progress tow ard getting conservation on 
he land. 

RESCISSION OF FUNDS 


Mr. Wuirren. We have had presented to us the fact that certain 
reductions have been made in this year’s appropriation for the Soil 
Conservation Service. I have, since this matter was called to our 
attention, reviewed the justifications last year. I find that, instead 
of all of these funds being requested for new districts, some of them 
were asked for to pay for new districts organized in 1952 on a com- 
plete full-year basis. Also, about a half million dollars of the appro- 
priation was to strengthen the service in existing districts where, 
according to all of the testimony here, there had been an inadequate 
staff to meet the problem. 

Is that correct? 

Dr. Satter. That is correct. 

Mr. Wuirten. Now, was this reduction in expenditures made 
because of the announcements of the Secretary and the Bureau of 
the Budget? 

Dr. Savrer. I am not sure I understand your question, Mr. 
Whitten. 

Mr. Wuirren. You had funds rescinded for the present year, did 
you not? 

Dr. Sauter. Yes, $450,000. 

Mr, Wurrren. Did you voluntarily recommend that, or was that 
as a result of the Secretary’s order to review work? Were you 
expected to make reductions? 

Dr. Saurer. The latter is correct. 

Mr. Wuirren. With that understanding you, of course, found the 
least harmful place where you could apply. it. 

Dr. Satrer. That is right. 


30505—58—pt. 8——85, 
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NEW DISTRICTS 


Mr. Wurrren. How many new districts did you actually hay 
the last year? 

Mr. Dykes. Materially less than we thought it would be, \{; 
Whitten. 

Mr. Wuirren. Can you give us the projected figures and 
number which actually were organized? 

Mr. Rozerrs. A table could be put in the record in answet 
that Mr. Chairman. 

Mr. ANDERSEN. We will have that inserted in the record at this 
point. 

(The table referred to is as follows:) 


Number and cost of soil conservation districts (direct and indirect) 


Number of districts or Average available per distric 
ganized end of fiscal year of fiscal year 
‘iscal year 
Actual or Previous Actual or 
“V 
current current Man-years 


‘stimate 
estimate . oe estimate 


nate on wi n 


? Basis for original 1954 budget e n 
Based on previous estimate o w districts to be organized and amount ($59,466,300) included in pri! 
(Truman) budget for assistance to dist 


Mr. Dorny. There were 2,467 districts organized as of the close of 
the last fiscal year. We have had 35 organized since then, as o! 
March 

Mr. Wuirren. To what do you attribute that decline, as compared 
to your progress last year? 

Mr. Dykes. There are two or three reasons, Mr. Whitten. First, 
there had been no assistance provided for new districts in the previous 
2 years’ appropriation bills. As a result of that fact, the State soil 
conservation district associations actually discouraged the organizing 
of new districts, because they knew that it meant re duci ‘ing the alread) 
short staff that they had and sharing their technicians with the new 
districts. 

That was also reflected in the attitudes of the State soil conservation 
committees, organized under the State laws to administer the district 
formation program, because oftentimes the officers of the State asso- 
ciations were also members of the State soil conservation committee. 

The committees and associations rather thoroughly discouraged the 
idea of further thinning out of technical assistance in the existing 
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listricts. Without any question that hurt the program of additional 
trict formation. 
STAFFING PATTERN 


Mr. Wurrren. On the average how many technicians do you have 
for the districts now established? 

\ir. Dykes. We had in 1952 an average of 3.65 man-years. In 
1953, this current fiscal year, before the rescinding of funds, we esti- 
mated that would go up to 3.68 man-years, or up about three one- 
hundredths of a man-year. In 1954, of course, it will be down again 
to 3.47 man-years per district. 

Mr. Wurrren. What part of that is for technical people, and what 
part of it is for clerical help, chain bearers, and similar employees? 

Mr. Dykes. Twenty-four one-hundredths, or about one-fourth of a 
man-year is dua al at the field level. That is the clerks and sten- 
ographers. The clerks and stenographers on WAE accounted for 
another four one-hundredths of the time. Subprofessional aides ac- 
counted, in this fiscal year, for 1.09 plus WAE of one-tenth, or a total 
of 1.19 man-years of assistance provided as subprofessional people. 
The rest of the 3.68 would be professional assistance. 

Mr. Wuirren. That is about 24 man-years of technical help per 
district, or something of that sort? 

Mr. Dykes. That is correct. 

Mr. Wuirren. That does not mean that they are engineers, does it? 

Mr. Dyxegs. No, sir, they are not engineers. The engineering time 
per district was only ‘about three-tenths of a man- year. In other 
words, we had 1 engineer for between 3 and 4 districts. 


Mr. Wuitten. And the reduction in this year’s funds, has reduced 
that below the previous level. The recommended reduction for next. 
year would further reduce that, would it not? 

Mr. Dykes. That is correct, sir. 


REDUCTION IN PERSONNEL 


Mr. Wuirren. Do you see any basis for meeting the needs of new 
districts under the funds recommended here without seriously handi- 

capping the existing districts? 

Mr. Dyxgs. Of course, you gentlemen did provide funds for new 
districts which did not come in this year but which we believe will 
come in next year, so that the overall reduction is carried in this 
difference between 3.68 and 3.47. In other words, we go down about 
two-tenths of a man-year per district. Every five districts loses a man. 
That is what it amounts to. 

Mr. ANDERSEN. The new estimate which has come up provides 
$20,814 per district for 1954, does it not? 

Mr. Dykes. That is correct. That is the figure. 

Mr. ANDERSEN. That compares with $22,573 available for 1953 
per district; is that correct? 

Mr. Dyxes. That is correct, sir. 

Mr. AnpersEN. As Mr. Whitten has so well brought out, it simply 
means that this will result in a further tightening up of technical 
assistance all the way through. 

Mr. Dykes. That is correct, sir. 

Mr. ANDERSEN. I question the advisability of such a policy, per- 
sonally. 
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FOREIGN AGRICULTURAL AID 


Mr. Wurrren. How much money are we spending on foreign aid 
for soil conservation and related programs, for the last available 
period? Will you insert that figure in the record, please? 

Mr. Roserrs. We will try to get that, Mr. Whitten. 

(The information requested is as follows:) 


Mutvat Security ProGrRaM 


Dollar expenditures for foreign aid to promote agricultural production in Europe 
and the Far East 


Europe, Par East 
Apr. 3, 1948, | June 5 
to ti 
Jan. 31, 1953 | Jan. 31 


millions millions 


31, 1952, excluding those for Burma and Indonesia which were 
1 Administration as of July 1, 1952 


vithdrawal of counterpart funds for country use for 
agricultural purposes 


1ivalents of local currencies in millions of dollars] 


Europe, Far East 
Apr. 3, 1948, | June 5, 195 
to | to 
Jan. 31, 1953 | Jan. 31, 195 


Port > 
rurpose 


Land reclamat 344.7 (") 
Research and nsiotr 39. () 
Forestry 18.7 

Fisher 

Other agricultural progran 497. 


Total, agricultural purpose : ‘ 900. 


1 Breakdown of amounts app hese purposes not available; included in “Other agricultural 
programs.”’ 


. , ; .* \ 1 
Source of data: M 
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TECHNICAL COOPERATION PROGRAM 


Obligations | fe technical assistance to foreign agricultural production in the Near 
East, Asia and the Pacific, and the American Republics, fiscal year 1952 


Actual 
obligations 
Area: (millions) 


Near East - - --- bizk bial ‘ ; ; ; $7. 0 
Asia and the Pacific__- 4 Shc 36. 5 
American Republics s Ss ie ; 4 7.0 


Total . : . 50.5 

Notre.— While the Technical Cooperation Administration carries out programs 

jointly with the participating point 4 countries in its area of responsibility, 
counterpart funds are not involved in its activities. 


Source of data: Technical Cooperation Administration, Department of State. 
POTENTIAL SHORTAGE OF FARMLAND 


Mr. MarsHa.u. Dr. Salter, in your statement you mentioned that 
the amount of new land which could be brought into production is 
limited. 

Dr. Satrer. Yes. 

Mr. MarsHauy. And that we will have to depend mainly upon 
the lands we are presently farming. Can you indicate how much 
new land would be required each year at the present yields to maintain 
our standard of diet? 

Dr. Saurer. I believe last year Dr. Shaw, the Research Adminis- 
trator, presented an estimate that he had made of the amount of new 
land we would have to have by 1975. He estimated that to main- 
tain our present standard of living we would need by 1975 about 115 
million acres of cropland equivalent, above what we have. That is 
about 23 years from last year, so that would be about 5 million a year, 
if it were evenly distributed over the period. 

Mr. AnpeRSEN. Did he not further estimate, Dr. Salter, that of that 
115 million acres needed we could probably bring into production 
only 40 million new acres, so that the 75 million other acres needed 
will have to come from research development or the equivalent of it? 

Mr. MarsHa.u. That, again, indicates the importance of taking 
care of our soil resources, Mr. Chairman. 

Mr. ANDERSEN. Absolutely, Mr. Marshall. I think this is the 
most important work facing the American people. 

Mr. Horan. In any event, 23 years from now, Mr. Marshall, 
according to present figures, we will be 70 million acres short unless 
we improve the technical phases of taking care of what we have. 

Dr. Keiioae. That is right. 

Dr. Sauter. There is one factor in that, gentlemen, which I do not 
think Dr. Shaw brought out, which worries me a great deal; and that 
is the amount of land which is currently going out of agricultural use 
through the encroachment by cities, new highways, airports, and even 
flooding by dams and so on. There is a deduct there which I do not 
believe Dr. Shaw took into consideration. 

Mr. Marswatu. As our country has changed from a rural country 
to one of urban or city population it has meant that considerable land 
has been taken out of agricultural purposes. 

Dr. Satter. That is right. 
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Mir. MarsHauu. Part of the land is displaced by cities. 

Dr. Ke_toae. And that includes some of our very best land. 

Mr. Marswavu. Unfortunately, I am afraid that is true, from oy 
planning standpoint. We have not always placed our cities in loca- 
tions where we have had regard to our productive land. 

Mr. ANDERSEN. Furthermore, on that point, Mr. Marshall, Dr 
Shaw’s figures did not presume any further loss in fertility of the | 
already under production. That, if anything, makes the problem 
little more difficult. 



















































SOIL FERTILITY DECLINE 





Mr. Marsuauu. In your remarks earlier I believe you expressed 


the opinion that the productivity of our soil generally is going down 
faster than it is being built up. 


Dr. Satter. Yes. 
Mr. MarsHauu. In other words, we have not reached the point 
where we are even holding our own so far as soil fertility is concerned 

Dr. Sauter. I believe that is right. 

Mr. Marsuauu. Yet we have been appropriating a lot of money 
every vear for conservation work. Our production has been going up 
A number of people cannot understand why our production has been 
going up at the same time our soil fertility has been going down. 

Dr. Salter, what is the answer to that question? 

Dr. Saurer. I can answer it briefly in this way: We have adopted 
a large amount of new technology, like hybrid corn, better methods of 
insect and disease control, more fertilizers, better methods of weed 
control, and other practices which have stepped up yields but have 
not protected the native productivity of the land. 

One could illustrate what has been happening in this way: If we 
were to go out on almost any farm in the Corn Belt, for example, and 
put into application the same varieties of crops and the same cultural 
practices which we were using 20 years ago, our yields would not be 
as high as we were getting 20 years ago. 

Mr. Marsuauu. In other words, what we are doing is depleting our 
basic soil. 

Dr. Saurer. That is right. 

Mr. MarsHauu. And we are increasing production from that soil 
by increased cultural methods, so that we are depleting it faster than 
it appears, even though our yields have been going up; is that correct? 

Dr. Sarrger. That is correct. 

Mr. MarsHauu. Right on this line, could you supply for the com- 
mittee any estimate of the amount of these nutrients which are being 
taken out of the soil each crop year by our major crops? 

Dr. Satter. Yes 

Mr. Marswautu. Compared with what we put back into the soil? 

Dr. Sauter. The Fertilizer Division of the Bureau of Plant Indus- 
try, Soils, and Agricultural Engineering has compiled data showing 
the excess of removal of nutrients over their return. I shall be glad 
to put them in the record, Mr. Marshall. 

Mr. Marswauu. If that is agreeable to the chatman. 

Mr. AnprerseN. Absolutely. 

(The information requested is as follows:) 
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REMOVAL AND RETURN OF PLANT NUTRIENTS 


Soils are depleted of plant nutrients in several ways. Nutrients are lost through 
r | ing and erosion, and nutrients are removed from the soil by harvesting crops. 
rhe loss of nutrients caused by leaching and soil erosion is difficult to evaluate. 
know it is much greater in some areas than others. We know that loss by 
sion may greatly exceed removal by crops on seriously eroding soils and that 
loss of some nutrients by leaching, particularly lime, is usually considerably 
excess Of that removed by crops. Accurate estimates of nutrient losses from 
sion and leaching cannot be made for the country as a whole. Fairly reliable 
neral estimates of nutrients removal in crops and of return in fertilizer and 
unure have been made. 

Some soils still high in natural fertility are receiving little or no fertilizer. 
Other soils of very low natural fertility are actually receiving more nutrients 
(| than removed by crops. Many such soils in the East and South have had their 
fertility raised well above the natural level. 

[able 1 is based on national estimates for 1947 and table 2 is a regional analysis. 











TABLE 1 
d lug 
Annual | Bee of 
removal of | plant 
) nt - . 
plant nu nutrients 
trients from } 
| soils by through 
v cropping fertilizer 
. PI and manure 
Tons | Tons 
Nitrogen . a 5, 210, 975 2, 006, 222 
| Phosphate (P2905) -...- = sedan hz i 1, 815, 331 | i 2, 490, 818 
( Potash (K2Q) ne ass ae 3, 060, 179 1, 918, 156 
tf P 
(| Crops recover only 10 to 20 percent of applied phosphate, 


aBLE 2.—Plant nutrients annually removed from the soil by cropping and returned 
to the soil in fertilizers and manure (pounds per acre) 


1 eS te Raa d ‘ 


Nitrogen 


Phosphate ! | 


(P20s) Potash (K,0) 


Removed| Returned! Removed! Returned| Removed Returned 


New England 29 42 13 44 41 47 
Middle Atlantic. - 22 31 13 41 30 34 
South Atlantic 5 22 s 42 15 26 
East North Central 21 19 13 27 20 21 
West North Central 20 5 10 5 13 5 
East South Central 15 12 y 19 16 10 
West South Central 16 3 7 5 10 2 
Mountain , 22 4 12 7 28 s 
Pacific 26 20 15 13 37 9 
United States 20 ll 10 16 17 12 


i Crops recover only 10 to 20 percent of applied phosphate. 


LIME 


The most significant loss of lime from soil is through leaching. There is no 
sound basis for estimating total losses although annual losses on individual soils 
are known to vary from nothing to as much as 500 pounds of limestone equivalent 
per acre. 

On most soils east of the Great Plains lime is a basic factor in building soil 
productivity. The successful establishment of soil-building sod legume crops 
requires a fair abundance of lime in the soil. 

Farmers are now applying lime at an annual rate ranging from 25 to 30 million 
tons. Most soils in the humid section need a substantial application of lime every 
for 5 years. Reliable estimates indicate that it would be profitable for farmers 
to use 2 to 3 times the amount of lime now being applied to our soils. 
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Mr. Horan. That is a real contribution. That is the whol] 
problem, as I see it. 


EXTENT OF CONSERVATION JOB 


Mr. Marswauu. Dr. Salter, I believe you said at the present rate 
of progress it would take about 30 years to complete the OVeral! 
conservation job. 

Dr. Sauter. Once over. 

Mr. MarsHau. Once over; that is right. If we are still losing » 
great deal at our present rate or progress, at what rate do wo need 
to be going to bring the land to a point where the gain is at leas: 
offsetting the loss? 

Dr. Satter. That is a difficult question, and one which could no: 
be answered precisely. I have thought about that question befor, 
Mr. Marshall. and have tried to get at it. 

If you will permit certain assumptions, which I think are fairly 
reasonable, but: which you cannot verify by actual data, it will tak, 
us at our current rate about 10 or 12 years before we are at & place 
where we are balancing out, where we are going up as fast as we are 
going down. In other words, at the present rate it will take 10 or 12 
years before we reach a balance point between soil deterioration and 
soil improvement. 

Mr. MarsHaun. At the rate We are carrying on conservation work 
and the rate we are putting it into effect. our people living in the 
cities are going to appreciate more and more the hecessity of carrying 
on some conservation work on our land. For them jt is a basi: 
problem as to whether they are going to live with the diet to whi h 
they have been accustomed. In that‘regard it is not a matter o/ 
conservation and is not simply a problem of the farmer alone, but is 
a problem of the people of the United States. 

Dr. Saurer. It is the problem of every citizen of the United States 

Mr. Marswauu. They want to live and eat and be clothed. 

Dr. Sauter. That is right. 

Mr. MarsHaun. That includes everyone. If conservation wer 
increased up to the rate that it would require, what would be the 
corresponding increase in cost? Do you have any figures on that? 

Dr. Sarrer. Well. I do not have any figures on that. | can sa) 
this, I believe. honestly, that with more resources we could accomplish 
more per dollar. There is a certain amount of overhead in any busi 
ness. You can see from our record, that we have put practically all 
of the increases we have gotten into the actual work on the land 
It means we have spread the overhead against more actual work 

Mr. ANDERSEN. That was a very interesting observation, Dr 
Salter. It shows that you people were trying to do everything you 
could to hold down the Overhead. That is good. 

Mr. Marswaun. Dr. Salter, I know from Personal experience that 
some of the conservation practices which need to be carried out cost 
a lot of money, and a farmer does not always begin to get a return 
from these practices for some time. One of the things that might be 
holding back as much progress in conservation as we should have is 
the fact that the farmer has to invest his money into something 
which does not bring him any return for several years 
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| would like to know when some of the major conservation practices 
in to pay for themselves; and if vou have any information at this 
nt I would appreciate having it put in the record, Mr. Chairman. 
Mr. ANDERSEN. I think that would be very pertinent. Can you 
{ an answer in the record? 
Dr. Sauver. | would be glad to answer it in the record 
| would make this comment: To achieve conservation we ordinarily 
innot rely on single practices. We have to rely on a combination 
practices. Very often a tile drainage system will not pay for itself 
nless associated with other good practices. When you put them all 
together vou cannot separate out individual effects. 
We have some information on how long it takes for a complete 
program of conservation on a farm, to pay for itself. There was an 
| project down in Texas, which I recall, where the data showed it 
took us up to about the fourth vear before the increased income had 
wid for the application of the practices applied. 
Dr. Sherman Johnson of the Bureau of Agricultural Keonomics 
ve some results before the United Nations Conference on Natural 
Resources a couple of vears ago, indicating that in Iowa they got 
bout the same results; that it was the fifth vear before the complete 
program had been paid for, and then they were beginning to make a 
profit on the investment. 
So, in general, there is a period of a few vears in which the farmer 
av suffer an economic disadvantage, but you end up with a higher 
vel of income. 
The tabular information requested follows: ) 
Che following tables are from Dr. Johnson’s paper. Table 1 is a summary of 
1 study in Iowa and tables 2 and 3 are a summary of a North Carolina study. 


TABLE 1 Income and investment changes involved in adoption of a conservation 
farming system on a 160-acre Iowa farm ' 


Changes compared with present farming system ye d year xd yeal ith year | 5th year 


nges in net income $469 +-$804 


Additional capital required for 
Livestock 
Conservation installations 
Fences, buildings and other 


Total additional capital 


Adapted from Economic Aspects of Soil Conservation Problems, by William’G. Murray, Ear! O. Heady, 
I 
{ 


nd John F. Timmons, Iowa State College Paper delivered at annual meeting of S onservation Society 


incinnati, Ohio, Dec. 10, 1948 


’ 


TABLE 2 Income and investment changes involved in shifting to more lequmes and 
: v : 
livestock on a small cotton farm (37 crop-acres) in North Carolina! 


Changes compared with present farming 2d year x1 year 


Changes in net cash income + $ +-$355 +-$576 +-$767 +-$869 


Additional capital required for 
Soil improvement 


Other 41 


Total additional capital 1,073 41 


Source: Manuscript ent i, “Investment Credit To Improve Farming Systems,”’ by D. B. [bach 
and G. W. Forster. Prepared for publication as a North Carolina Experiment Station bulletin 
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ed in increasing the siz 
soil resources and increa 


3d year ith year | 5th year 


5 ‘i i mpr ) en 
Buildir ws. fer 
Machinery 


Livestock 
Other 


lotal additional capital 2,5 161 


Source of data same as table 2. Cropland increased from 37 acres to 55 acres but additional land is 
until the 6th year 
2 In the 7th and 8th years the estimated increase in net income would be about $1,900. 


Mr. Marsnauu. Dr. Salter, I think the country is very fortunat; 
in having a man with your ability heading up the Soil Conservatio: 
Service. 

Dr. Satter. Thank you, sir. 

Mr. MarsHauu. You have certainly had a wide experience and 
knowledge and have been doing an outstanding job. You are recog- 
nized as an authority on soil conservation throughout this country 

Mr. Horan. Would you permit me to join you in that, Mr. Mar- 
shall? I have already said it not only here but in my own district 
Dr. Salter. 

Dr. Satrer. Thank you, gentlemen. You embarrass me, but | 
really appreciate it. 

COMPLETION OF PROGRAM 


Mr. MarsuHauu. As an authority on soils, do you foresee a time 
when we can say that this job is finished and that the Congress wil! 
no longer need to appropriate funds for this kind of work? 

Dr. Satrer. We will never reach that stage, Mr. Marshall. We 
can visualize getting this once-over job done. There will always be 
a certain proportion of farmers who will never make the application 
regardless of what anybody can do, so we will always have those 
fellows to work with. 

Then we shall always have the problem of changing ownership 
where the new owner may wish to change the system of farming 
making a replanning job necessary. Of course, we will have new 
generations of farmers who will come along. They will be changing 
things, also. 

A very important factor will be what is now taking place in the 
South, the changing of the farming systems as the result of economic 
conditions and new technology w here th *y are changing from pretty 
much single-crop agriculture over to diversified agric ulture. 

We will have charges of that kind going on all the time, so that 
after a once-over there will always be a need, I think, for a certain 
amount of technical assistance in soil conservation. I think it could 
be at a much lower level than we are now operating. 

Mr. ANDERSEN. I think that is a good answer, Doctor. I do not 
see how this job could ever be 100 percent completed. 

Mr. Horan. We will always have a maintenance problem. 

Dr. Satrer. Right. 








1407 






r. Horan. Even after we have completed the initial work of 
ting up districts and getting the basic work performed. 
Dr. Satrer. That is right. 
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NEED FOR ENGINEERS 









\Mir. Larrp. Dr. Salter, 1 wondered how much use you make of 
engineering services on a seasonal basis. Do you have any request 
for that at times of peak work loads? 

Dr. Satrer. That is one of our very serious problems at this 
present time, Mr. Laird. We are unable to employ as many engineers 
as we need, particularly in servicing the ACP practices, such as land 
leveling, improving irrigation systems, drainage, and practices of 

kind, where we have to have engineering competence and where 
the work load peaks at certain seasons of the vear. 

\ir. Larrp. You have authority to do it but you do not have the 

nds; is that right? 

Dr. Satrer. It is not all a matter of funds. These 5-percent trans- 

moneys, that we have now, are going to help materially so far as 

1c finances are concerned; but from the standpoint of actually getting 
the people, engineers are very difficult to get. There is a great deal 
of competition for engineers. We do have a very real problem in 
vetting competent engineers. 

Mr. Larrp. Dr. Salter, how do you go about qualifying an engineer? 

Dr. Saurer. I will ask Mr. Dykes to answer that. 

\ir. Dykes. Mr. Laird, Mr. Horan was the author of ere amend- 

























ment which permitted us to hire local engineers on a w. a. e. basis. 
The qualifying of these people is a rather simple job. The one thing 
vou have to determine is the rate of pay. That is done by the filling 






out of a rather simple form, showing his experience, so that it can be 
measured against a civil-service qualification standard to determine 
the rate of pay which we can equitably give the man during this per 
diem employment with our Service. 

We have found a few who have not liked that. They say: “My 
standard fee is $25 a day.’”’ That may be all right, but we could not 
very well pay $25 a day for the services, when he 1s going to be working 
right alongside of one of our engineers whose rate of pay is $16 a day, 
and doing exactly the same work. 

But we find that in the few cases where we have been able to get 
qualified engineers for per diem work most of them are agreeable to 
a rate of pay which is equitable with the rate of pay of the engineers 
under the civil service. 

We have used Mr. Horan’s amendment this past year in the hiring 
of a few engineers who have located in small towns to practice their 
profession. We find their help quite useful. 

The greater field, so far as engineering is concerned, is the use we 
have made of our regular authorities and Mr. Horan’s amendment to 
hire many more subprofessional engineering aides for layout work. 
These are men who have not had a complete college education, for 
example, men who could not qualify for a professional engineering 
job, but they have had experience with construction companies, with 
State highway departments and with other engineering agencies such 
as the Army engineers and the Bureau of Reclamation, and they are 
satisfactory level men and layout men for our work. The number 
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of such subprofessional engineers employed runs into the hundreds 
every year, Mr. Laird. 

Professional engineers are in short supply. The Engineering 
Council estimates that this country as a whole is short 240,000 pro- 
fessional engineers at this time. 


PAYMENT FOR PRACTICES 


Mr. Larrp. Dr. Salter, in search of information I would like to state 
that last summer I went out on farms in my district, which had received 
the services of the Soil Conservation Service, and I tried to find out 
from the individual farmers whether they would have used the services 
if they had not received an incentive payment to help with some of 
these permanent practices. I was surprised that I could not get a 
definite answer out of a great many of those farmers as to whe ther | 
was necessary or not to receive that payment. As a matter of fact, 
some of them said they would have done this work anyway, and they 
thought it was their responsibility to do it. . 

Now, [ live in a section where there is a good type of farm. What 
information can you give as to whether that is generally true or not? 

Dr. Saurer. Of course, you are discussing the agricultural conserva- 
tion program, which is not the responsib ility of the Soil Conservation 
service. 

Mr. Larrp. I realize this is not your responsibility, but I am in 
earch of information and you must have run into this. 

Dr. Satrer. Yes 

Mr. AnperseEN. I think it is a pertinent question at this point, 
Doctor. 

Dr. Satter. Yes. 

Mr. Larrp. I am talking about the permanent practices. 

Dr. Saurer. I think you would find that this is true: In much of 
the Pacific coastal area the progress in conservation is not too much 
dependent upon agricultural conservation payments. In other words, 
there are a great many farmers there who would go ahead without the 
agricultural conservation payments. Judging from some of the polls 
which have been taken, there is considerably less than 50-percent sup- 
port of the agricultural conservation program in California. 

To some extent that same thing is true in some of the Midwestern 
States. In the Southeast and in the Northeast I think you would find 
both a much stronger sentiment in favor of agricultural conservation 
payments and a much stronger feeling that conservation payments 
are needed to get adequate conservation measures applied. There is 
a great difference in different parts of the country. 

Mr. Larrp. I went out with a man from the Soil Conservation Serv- 
ice on one of my trips and he seemed to lean over backward so that 
Ifwould not get into this discussion with the farmers, because he did 
not want to get into it himself. He wanted to keep out of it. I was 
just trying to get information. I saw no reason ys the question 
should not be asked of farmers. 

Dr. Satter. No. 

Mr. Larrp. I had been asking it of farmers in my district through 
letters which I have sent out in the last few months. I find the 
answers are indicating that the farmers who want to do the work on 
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their own without reimbursement feel they should be given priority 
for your services. 

This puts me in a position where I must make a decision on this 
matter, and I must have the advice and help of you and others who are 

this work. I am not an expert on it, or anywhere near an expert 
All | know is what I can find out from my constituents and what | 
can learn through surveys that I make. Iam surprised at some of the 
results I get in my area to my requests for information along this lin: 
| really have been amazed 

Mr. Horan. I think if you will check the poll which was taken you 
will find that the people in your area are most unusual in pot wanting 
the payments. They do want the service 

| believe my area is in favor of more service and less payments. 
However, I think the Midwest leads in that regard, according to the 
poll which was taken. 

Mr. Larrp. I was not so interested in that particular poll, because 
| must go to my own constituents, and I do not know how many were 
included in the poll of Wisconsin agriculture. 

Mr. Horan. That is a rather informative chart, I think. It shows 
the different problems over the Nation. This is a national program. 

Mr. Lartrp. Yes. 

Mr. Hunrer. Of course, it was an SCS poll. 

Dr. Satter. This particular part deals with the SCS services to 
soil-conservation districts. 

There is a companion poll which deals with ACP, Mr. Horan, which 
is not here. 

Mr. Horan. Is it a valid poll? If it is I should like to have it in 
the record. 

Mr. Wuitren. You can study most anything and come up with the 
answer you sought to start with. 

However, vou have 2 or 3 questions in any soil program. One of 
them is: Are you trying to reach the man who will do it himself, or 
are you trying to have it done on the land where the work will not 
be done otherwise? 

Mr. Larrp. I realize that problem. It is an overall problem of the 
country as regards the land. 

Mr. Wuirten. The bad land is where you really need this done. 

Mr. Larrp. I understand that. At the same time, my farmers seem 
to be interested in service. I am in a position where I represent 
these people here in Congress. 

Mr. Wurrren. You do; and you will do a good job of it. 

I just wanted to point out that I have tried to work toward that 
end. The so-called 5-percent provision in this bill was put in there 
at my insistance. The bill provided that up to 5 percent of the ACP 
money should be set aside for those areas where they wanted more 
technical assistance. It took us 3 or 4 years to make it anything like 
effective. This was due primarily to the difference between the two 
services at several levels. It is working now. It has increased to 
where that fund is in excess of $4 million. 

Mr. ANperSEN. Mr. Laird, has that particular provision been used 
in Wisconsin? 

Mr. Lairp. Yes, sir. 
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Mr. Anpersen. I should think that if the various States wo 
want to increase that fund it should be their privilege to do so 
that, in itself, would largely be the answer to your question. 

Mr. Larrp. I had a very rough argument the other dey with some 
limestone people who came into my office. I did not approve of 
their approach on this whole problem. They seemed to think they 
could go into my district and stir up some sentiment one way 0; 
another, and I told them I was happy for them to do so. I do no} 
like to be high-pressured into anything, and I have never been. | 
resented the assertions that were made by some of these limestone 
people about their political influence in any possible election in my 
district. 

I know that has nothing to do with these permanent practices 
[ want to get information. Perhaps we cannot develop it here on 
the record today, and if not I want to come over and visit with you 
about it and get some information on which I can base my judgment. 

Dr. Sauter. It is a rather complicated question. I would be 
delighted to have you come over. 


0 


ECONOMIC STUDIES 


Mr. AnpersEN. Dr. Salter, I note in the revised budget for the 
BAE that there is an item of $51,600 for economic studies in the field 
of conservation. Are you, in your Bureau, interested in this item, 
Dr. Salter? 

Dr. Savrer. Mr. Chairman, we are very much interested in this 
item. We have felt for a long time that we needed to get more pre- 


cise economic information about the costs and returns from various 
alternative combinations of conservation practices. There is usually 
more than one combination of conservation practices which will meet 
the needs of a given farm. Obviously the farmer is interested in 
what saiticnlan combination is going to yield him the greatest net 
return. 

We have only very scattered information in this field. 

The information is also needed to form a basis for a sounder ap- 
proach to the problem of credit for conservation. We need, to know 
for various combinations of conservation practices what the time of 
demand for credit is. Also, what is the pattern of returns from the 
conservation program? We need to know that in order to plan in- 
telligently for financing the conservation program. 

Because of our concern in this matter, we originally proposed an 
increase to the Soil Conservation budget estimate to start some of this 
work, and we actually obtained an increase in the original budget of 
$100,000 to initiate the work. The project had been planned i in close 
cooperation with the Bureau of Agricultural Economics, and we had 
anticipated making a substantial allotment to that Bureau to provide 
for their leadership in the study. 

In the later examination of estimates by the Department committee 
and the Bureau of the Budget, that item was transferred to the 
Bureau of Agricultural Economics, and the final allowance was $51,600. 

We are very anxious to see that program started, because it is a line 
of work which we feel is very essential if we are going to do a sounder 
job of helping the farmer first to select the proper combination of 
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tices and, secondly, to provide the information necessary for 
vicing conservation programs by credit agencies. 


CREDIT FINANCING OF CONSERVATION PRACTICES 


Mr. ANDERSEN. Doctor, regarding permanent-type practices, sup- 
nose a farmer has been recommended a program costing perhaps 
$3,000 to put into effect. Could some system be devised so that, once 
that program. is set up, some form of credit could be given to that 

‘mer so that he could pay for this loan through m oneys rece ‘ived in 
years following from carrying out certain practices? Thus he could 
eventually retire that loan? 

What I have in mind is this: If these practices are good, do you not 
think we should do everything we possibly can to encourage their 
completion by the farmer himself? 

Dr. Satrer. I share that feeling, Mr. Chairman. 

Mr. ANDERSEN, Have you made any study of possibly including a 
credit program in conjunction with the conservation work? I have 
had it suggested to me by other Congressmen. 

rey Satter. We have been doing a good bit of thinking about it, 

. Chairman, and we have some ideas. As you know, there are a 
gre oe many folks interested in the need for a new line of credit to meet 
a needs of conservation and, generally speaking, it is the type of credit 
which is not now available. It is a type of credit where you will 
probably need to have repayment delayed after the initiation of the 
cee until proceeds from the investment begin to be realized. It is 
a type of credit which would need to have a repayment period spread 
out over a period of roughly 8 to 15 years. It is a type of credit which 
banks cannot handle conveniently at the present time. 

Mr. ANpeRSEN. Our former. chairman, Mr. Whitten, suggested 
several times in this subcommittee that there should be some means of 
permitting farmers to deduct from their income tax amounts spent on 
soil conservation. 

Mr. Wuairren. I think Mr. Stigler, of Oklahoma, was the originator 
of that. 

Mr. ANDERSEN. Perhaps in these studies you are talking about now, 
Dr. Salter, there are several avenues of approach you should look 
into. 

Mr. Latrp. I would just like to point out that this is being done in 
my State. In Wisconsin one of the first banks to start it was the 
Citizens National Bank of Marshfield, which started giving 2-percent 
loans to farmers to carry on conserv ation practices. 

If you drive through my district now, you will see billboards adver- 
tising that the future of the farmer is in the soil. There are different 
types of billboard ads of this local bank on these 2-percent loans. 

When commercial banks start giving these 2-percent loans it is 
quite an important step. Some bankers at the start objected to its 
They did not think they could carry the program. But they have 
found that it has paid good dividends for their community, and it has 
helped their bank deposits and everything else. 

The originator of that conservation-loan idea was recently given a 
citation by the University of Wisconsin for outstanding service 
to agriculture. 
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I think that it is well to point out that this kind of work is being 
done now in some areas of the country. 

Mr. ANprerRsEN. I think that is splendid, Mr. Laird. 

Dr. Kettoae. We have some of our greatest difficulties where 
conservation plan that will pay out well in the long run is quit: 
drastic change from what the farmer is doing now. It is a problem 
for the farmer to see his own way, as a manager, to carry the plan out 
We need these economic data to help the farmers as well as to give 
guides to private banks or other credit institutions on conservation 
loans. 

Mr. Wurrren. Awhile ago you spoke of Mr. Stigler’s suggestion 
Insofar as I know, the only production plant in the country which is 
not permitted a depletion allowance is the soil itself. Depletion o: 
buildings and fences is allowed, ves; but there is no allowance with 
regard to the soil. If you are not going to provi le tax consideration, 
certainly there should be some allowance made through appropriated 
funds for that which is put back imto the soil. 

Mr. Dykes. There is a bill on that subject before the Congress 
now, Mr. Whitten, and the Department is studying it and will mak: 
a report. There was a conference held on it 2 or 3 weeks ago, at 
which the kind of report we should make was discussed. The final 
decision with respect to the report has not been made, so far as 
we know. 

Mr. Larrp. With respect to this conservation-loan program in my 
home State of Wisconsin, the Wisconsin Bankers Association has 
recently elected this particular banker as president of its association, 
and their entire program in all their banks throughout Wisconsin in 
the coming year is going to be based upon encouraging soil-conserva- 
tion work. 

COOPERATION W4TH STATES 


The President recently had discussions with a committee of the 
Governors’ Conference which was a bipartisan group of governors 
who are studying the field of State-Federal fiscal relations and dif- 
ferent types of work which could be carried on by the States and 
work which could be carried on by the Federal Government. They 
are trying to arrive at some sort of understanding about what the 
State governments can do and what the Federal Government should 
do. 

| wonder if the States have assumed any responsibility for carrving 
out this conservation program. 

Dr. Satrer. Generally speaking, ves. Most of the States make 
appropriations varving considerably in size to the soil-conservation 
districts, to assist them in operating their affairs. Now, in some cases 
that merely covers the clerical work and that sort of thing. In some 
States they have actually set up revolving funds to take care of the 
purchase of equipment which the districts use in putting to use into 
certain conservation practices on the land. 

We have a report as of October 1952, which indicates that the eur- 
rent appropriations by the States in total, are approximately $4 
million. 

Mr. Larrp. Could we have inserted in the record, a statement as to 
the contribution by the States? 

Dr. Savrer. Yes; we shall be glad to put that in the record. 

The information is shown on p. 1393.) 





1413 


STATE DISBURSEMENT OF FEDERAL INCENTIVE PAYMENTS 


\fr. Larrp. Concerning the manner in which this soil-conservation 
work is carried out, | know that the incentive payments are made 
by a different group from that which gives the technical advice. 
Has any thought been given to making the appropriation for any 
neentive direct to the State, and le ‘tting the State be the disbursing 

vency, giving selina ‘ration to the problems of the particular State, 
rather than carrying it out on a national basis, where one section of 
the country may be interested in one type of program and another 
section may be interested in some other program? 

Dr. Satter. Of course, you are getting out of our immediate field. 

Mr. Larrp. I think these two fields have to be considered together. 

Dr. Satrer. I agree with that. 

Mr. Larrp. I cannot see why they have to be divided for the 
purposes of this discussion. 

Dr. Satrer. I do not mear it is out of our field of interest. 

Mr. Larrp. We are trying to accomplish the same purpose. 

Dr. Satrer. It is out of our field of administrative responsibility 

The Department is giving consideration to reorganization of these 
conservation programs, and I am confident that the possibility of 
crant-in-aid to States of ACP payments is one of the alternatives 
being considered. 

Mr. Larrp. Doctor, if technical services are sought in my State, 
perhaps in Wisconsin we could use more technical services, but 
because of the manner in which it is handled you do not like to be 
in a position where you are alec ating something which will hurt 
some body else’s State, because the need may be different in different 


sections of the country. At the same time, I think consideration 
should be given to this. 
Dr. Sauter. I am sure it is going to be. 


. . . 
Salaries and Expenses 
Amounts available for obligation 
1952 actual | 1953 estimate | 1954 estimate 


ppropriation or estimate $64, 434, 991 $60, 203, 922 $65, 806, 000 
rior year balance available 5, 766, 930 

imbursements from non-Federal sources 342, 858 371, 432 371, 400 
teimbursements from other accounts 72, 474 )18, OOO 675, 000 


Potal available for obiigation 5, 250, 323 ), 960, 284 66, 852, 400 
lanee available in subsequent year 5, 766, 930 
nobligatea balance, estimated savings 5th, 583 


Obligations incurred 59, 126, 810 j 0), 284 66, 852, 40 
)mparative transfer from 
‘Salaries and expenses, Office of the Administrator, Agri 
cultural Research Administration” 600 800 
“Flood prevention, Agriculture”’ 08, 118 513, 292 
“Salaries and expenses, Bureau of Plant Industry, Soils, 
and Agricultural Engineering, Agricultural Researcl 
Administration” 114, 697 116, 000 


Total obligations 60, 251, 225 , 600, 376 66, 852, 400 


Nore.—Reimbursements from non-Federal sources above are from State, county, municipal, and private 
organizations for soil and water conservation work rendered under cooperative agreements (5 U.S. C. 118e 
16 U. 8. C. 590a-590f); and from proceeds of sale of personal property (40 U. 8, C. 481 


80505 
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Obligations by activities 


actual | 1953 estimate 


t Obligations 


Developmer 1 in yvernent of conservation practices 

nd techniques ee . bibmes $574, 977 $577, 180 
Assistance to soil rvation districts and other cc oper- 

.tors 53, 842, 054 57, 381, 022 | 
Development i inagement of land utilization projects 1, 203, 440 1, 248, 000 | 
Additional measu sccelerate flood prevention 998, 118 1, 513, 292 
Classification and mapping of soils ’ , 234 1, 124, 520 
Emergency channel restoratio flood-stricken areas , 693, 070 5, 766, 930 
Oblig bursements from non-Federal 


sources 
lotal direct obligation 


Obligations Payable Out of Reimbursements From Other 


iccounts 


1. Development and improvement of conservation practices 
id technique , 023 6, 000 
tance to soil conservation districts and other cooner- 
tf 970 489. 000 
1 mapping of soils l 48] 123, 000 
il obligations payable out of reimbursements fron 
r accounts ,474 618, 000 


Total obligations 251, 225 68, 600, 376 


Obligations by objects 
ct classification 6 ‘tual | 1953 estimate | 1954 est 


nary of Personal Services 


Total number of permanent positions 


Full-time equivalent of all other positions 
Average number of all 


A verage salaries 
General sche 5 
A verage sala $4, 275 $4, 341 
Average gra 5 GS-6.2 


Personal service obligations 
Permanent positions : 076 $50, 570, 000 
Part-time and temporarv positions 494 2, 110, 000 


Regular pay in excess of 52-week base 763 205, 000 
Payment above basic rates }, 898 118, 000 


l'otal personal service obligations 9, 6 3 53, 003, 000 
Direct Obligations 


Personal services . 310, 679 52, 6 5, 968, 00 
Travel 193 a , 753, OO 
rransportation of things 314, 824 31, 399. 01 
Communication services So . 474, OK 
Rents and utility services , 069, 46! . 145, , 179, 00 
Printing and reproductior 303, 326 ; 283, (UK 
Other contractual services 2. 468, ! . 110, 0% 
Services performed by other agencies 8, 6 132, 000 148, (0% 
Supplies and materials 2, § 3, 040, 000 ORO, 41K 
Equipment » 153, 06: 1, 717, 000 » 819, 006 
Lands and structures 335 | 17, 000 , OO 
13 Refunds, awards, and indemnities 5 . 
Awards for employee suggestions | 
15 Taxes and assessments ‘ ‘ , 658 52, 000 58, 00 


wm 
Subtotal... 792, 763 67, 998, 612 | 66, 193, 40 
Deduct charges for quarters and subsistence 14, 012 16, 236 


Total direct obligations 
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Obligations by objects—Continued 


Object classification 1952 actual 1953 estimate 1954 estimate 
tions Payable Out of Reimbursements From Other 
-iccounts 
rsonal services $308, 552 $326, 006 $300, 000 
vel 2. S77 8, OOK + 000 
portation of things 3,043 700 1. (OK 
mmunication services 774 30K 
nts and utility services 27, 645 37, OM 35, 000 
r contractual services 47, 303 73, OOF 10. 000 
lies and materials 70, 779 118, 000 130. 000 
uipment 16, 401 52, 000 460, 000 


Total obligations payable out of reimbursements 
*from other accounts 472,474 618, 000 f wn) 


rotal obligations 60, 251, 225 68, 600, 376 66. 852. 400 


Analysis of expenditures 


1952 actual | 1943 estimate |1954 estimate 
idated obligations, start of year $4. 655. 420 $5, 516, 500 $6. 300, O52 
sitions incurred during the year 59, 126, 810 66, 960, 284 A6, 852. 400 
63, 782, 230 72, 476, 784 73, 152, 452 
Reimbursable obligations 815, 332 989, 432 1, 046, 400 
Adjustment in obligations of prior years 61, 453 
Unliquidated obligations, end of year §, 516, 500 6, 300, 052 6, 425, 052 
)bligated balance carried to certified claims account 26, 632 
lotal expenditures 57, 362, 313 65, 187, 300 65, 681, 000 
ditures are distributed as follows 
Out of current authorizations 52, 927, 492 59. 822. 000 59. 550. 000 
Out of prior authorizations 4, 434, 821 5, 365, 300 6. 131. 000 


Mr. ANDERSEN. We will turn to the “Salaries and expenses’’ item, 
gentlemen. 

We will have inserted at this point in the record pages 31, 32, and 
33, and 40 through 60 of the justifications. 

(The documents are as follows: 


Salaries and expenses 
\ppropriation act, 1953 $60, 210, 000 
Reduction pursuant to sec 411 6, 078 
Activities transferred in the 1954 estimates from: 
“Flood prevention, Agriculture’”’ for land treatment measures 
contributing to flood prevention +1, 513, 
‘Salaries and expenses, Bureau of Plant Industry, Soils, and 
Agricultural Engineering, Agricultural Research Adminis- 
tration” for soil survey activities (net transfer). _.---~- 4 +116, 000 
‘Salaries and expenses, Office of Administrator, Agricultural 
Research Administration” for services at the Agricultural 


292 


Research Center +10, 800 
Base for 1954 ‘ 7 61, 844, 014 
Revised budget estimate, 1954 ee 59, 640, 000 

OEE eR Ld et . ohana Sih fahtiies than : 2, 204, 014 


Nore.—Although a decrease of $2,204,014 is shown in the appropriation for this item for 1954, it is estimated 
there will be a decrease of $7,970,944 in total funds available due to the availability of prior-year balances 
of $5,766,930 in the fiscal year 1953 from the funds appropriated for the emergency channel restoration and 
flood rehabilitation program. 
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eases and decreases, 1954 (on an available funds basis 


Increase to determine irrigation requirements in humid areas and to 
develop criteria for the planning and design of effective and 
economical water management and stabilization 
for small watersheds 

Decre: 
distr 


Iner 


aect le I 


soil measures 


use in technical and other assistance to soil conservation 


ts 
for 
att 
du 
work 
and 


ic 
tec! 


ical assistance on land treatment measures 
flood prevention in the 11 authorized watershed areas 
to planned completion of emergency channel restor- 
authorized by Public Laws 202 (approved Oct 24, 


approved. June 4, 1952) 82d Congress 


ast to 

Decrease 
ation 
1Y51 


3/71 


— 
I roject statement 


1953 
(estimated) 


Increase or 
decrease 


930 


44 
944 


Admin 
Adminis 


, Bureau of Plant 
Agricultural Engi 
sear Admi 
ration 
Balance 
Reduction pursu 


STATUS OF PROGRAM 
DEVELOPMENT AND IMPROVEMENT OF CONSERVATION PRACTICES AND TEC 


CURRENT ACTIVITIES 


continuous research program 


Need fo 


1944 
(estin 


SHNIQUES 


he objective of the Soil Conservation Service program of assisting farmers and 


ranchers to plan and apply conservation is to treat each acre accordi 
individual and the land in accordance with its capabilities. 
organized conservation districts which add work areas and problems; 
water and land-use problems which arise in normal field operations; and 
tinually changing needs of agriculture require constant efforts to develo 
improve existing soil and water conservation practices and techniques. 
information is secured from all available sources and is developed in coc 
with other Department 
Soils, and Agricultural Engineering, Bureau of Agricultural Economics 
State experiment stations, etc 

Research investigations being conducted by 

l idies of the design and hydraulics of 
aried conditions for gully stabilization, 


improve! 


needs use 


al 
I 


the Service include: 
St structures which are 
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Studies of the engineering aspects of irrigation and drainage to determine the 
er design, construction, and layout of irrigation and drainage systems 
Studies of irrigation, drainage and other farmer group enterprises under 
ng situations, regulations, and laws, to determine the effectiveness of such 
rprises in meeting the objective for which they were established 

Studies of alternative combinations of land use and conservation treatments 
| determinations of likely returns therefrom. 









Steps in developing conservation practices 
Development and improvement of soil and water conservation practices is 
nplished by 
Laboratory and plot work to develop basic information. 
Experiment station field scale trials of practices 
\daptation and testing of practices for application over extensive areas 
1e last step is carried out in close cooperation with the operations staff which 
rking on the planning and application of conservation practices on the land. 
Successful practices developed are incorporated into the regular soil and water 
servation programs of the Service. 
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EXAMPLES OF RECENT PROC 










off control on small watersheds 





\t the central Great Plains experimental watershed near Hastings, Nebr., 
rds obtained during the extremely heavy rainstorms that caused the great 
iin the Kansas-Nebraska area in 1951 showed that a watershed of 411 acres 

65 percent of its area under conservation treatment, had a peak rate of 
off of 0.87 inch per hour, compared with a peak rate of 1.74 inches per hour 
ym a comparable untreated watershed. The partially treated watershed also 

etained 1.89 inches more of the rainfall than the untreated watershed. This 
articular measurement of water-holding benefits and runoff retardation is a 
striking example of the results that can be obtained from complete conservation 
treatment of small watersheds in the central Great Plains area 


















Sedimentation studies 





Sedimentation research in the Yazoo River watershed shows that gullies in 
leep sand formation yield sand at an average rate of 2 inches per year from 
ach acre of exposed gully. The use of this rate is now recommended in designing 
small sediment-detention structures in that area. Tests show that the red- 
cemented sand or sandy clay for the area erodes about twice as fast as the silty 
top stratum, and that loose sandy material erodes three times as fast as the 













at 

tv clav. 

In cooperation with the United States Geological Survey, the United States 
Bureau of Reclamation, and the University of Nebraska, a program has been 

tiated to study the runoff characteristics and sediment load of streams in 
relation to rainfall and condition of watershed tands above the Medicine Creek 
Reservoir in south-central Nebraska. Data are being collected for drainage areas 
ranging in size from 23 to 680 square miles which, over a period of years, will 
provide a basis for determining the effects of conservation measures and water- 
shed treatments upon streamflow and sediment production in the deep loessial 


soils of the central Great Plains. 









Design for box inlet drop spillways 

At the St. Anthony Falls Hydraulic Laboratory, a hydraulic design of a box 
inlet drop spillway was developed. A detailed description of the design of this 
structure was prepared for use by field engineers to enable them to accurately 
determine the capacity of the spillway either under the free flow conditions usually 
encountered in gully control work, or under the submerged flow conditions so 
frequently encountered when the structure is used in drainage work. Accom- 
panying the description and design of the spillway was a design of an outlet for the 
structure which can be proportioned to adapt it to a wide variety of field condi- 
tions, while at the same time adequately protecting the structure itself, the dam, 
and the downstream channel from scour damage. 














Hydraulics of irrigation 

Seepage losses from irrigation canals and storage reservoirs continue to be a 
difficult problem. Meters developed over past years to measure losses have not 
proven fully satisfactory. However, special attention is being given to better 
methods of measuring losses and to the suitability of various materials for canal 
Results to date show that in well drained soils where good 












and reservoir linings. 
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aggregate is available locally, concrete linings are the most satisfactory 
economical for canals. Compacted earth linings and buried asphaltic lini 

effective in reducing seepage losses for a few years, but they deteriorate 

more rapidly than concrete. In stopping seepage from reservoirs buried 

brane linings are more competitive with concrete. 


Sources and storage of irrigation water 


Definite progress was made in determining why water soaks in more repid] 
the soils of the water spreading areas of the San Joaquin Valley where cotto 
trash had been applied to the surface and by the growing of burmuda gra: 
Tests show (1) a considerable portion of cotton gin trash is water soluble and 
mediately available for decomposition by micro-organisms, (2) decompositi 
gin trash is slower than alfalfa but faster than redwood sawdust, (3) during 
incubation period, best results were obtained by continuous flooding when thx 
trash was used as a mulch and by intermittent flooding when gin trash was i: 
porated with the soil, and (4) infiltration rates vary in almost direct proportio: 
the depth of water on the land. 

On the basis of the research results, one local irrigation district is now dev 
ing 1,000 acres of spreading area and hopes to replenish the ground water of 
area at the rate of 30,000 acre-feet per month. Reconnaissance studies 
started in two other valleys of California where ground water supplies are b: 
exhausted to determine whether water spreading is feasible. 


Drainage of trrigated land 


The major problem facing irrigated agriculture on about 100,000 acres of 
irrigable land in the Payette River Valley of Idaho is drainage and reclamat 
of the valley lands. In cooperation with local interests, research was started 
this year to develop an overall drainage plan for the valley. It appears that a 
combination of open and covered drains, together with drainage wells, will | 
necessary for complete drainage. Because of the alkalinity of part of the vall 
soils, some soil amendments may be necessary to neutralize the alkaline conditio: 
However, water from flowing wells in the general area contains appreciabl 
quantities of gypsum, which is very effective to counteract this condition. Co 
sequently, land reclamation may be entirely possible by simply using ground 
water for leaching purposes. 


ASSISTANCE TO Sort, CONSERVATION DISTRICTS AND OTHER COOPERATORS 
CURRENT ACTIVITIES 


The planning and establishment of soil and water conservation measures o1 
farm and ranch lands is generally carried on in cooperation with soil conserva- 
tion districts. These conservation districts are local units of Government 
organized under State laws and responsible to the landowners and operators i: 
the districts and to the State legislatures. They are founded upon the sound 
principle of local initiative, direction, and control and are formed only in respons« 
to the petition and favorable referendum vote of the land owners and operators 
who are carrying on agricultural operations within the proposed distriet bound- 
aries. Conservation districts have been organized in all 48 States, Hawaii 
Alaska, Puerto Rico, and the Virgin Islands. 

The following types of assistance are being furnished to conservation districts 
in carrying out locally adapted programs of soil and water conservation: 

1. The services of soil scientists who make the necessary physical inventories 
of the land to secure data (soil type, degree of slope, character and extent of 
erosion, present land use, etc.) needed to determine the use capabilities and 
conservation needs of each acre of land. 

2. The services of soil conservationists, engineers, and other agricultural 

specialists and aides who help farmers and ranchers develop and apply individual 
conservation-farm or ranch plans. (Soil- and water-conservation practices in- 
cluded in such conservation plans allow for the best possible use of the farmer’s 
land, labor, equipment, and financial ability to do conservation farming on his 
land.) 
3. The use of special equipment needed to facilitate establishment of conserva- 
tion practices but which is of a kind that is beyond the purchase ability of an 
individual operator or for other reasons not readily available to the farmers and 
ranchers within the conservation district. 

4. The grant of limited quantities of trees, new or improved strains of grass 
seed, and other plant materials which serve to control erosion and also have 
economic value. 
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In the Western States, streamflow forecasts—developed from snow surveys 
serve as a basis for efficient seasonal utilization of water available for irriga 






and other purposes. 

cooperation with other Federal and State agencies, limited assistance is also 
to farmers and ranchers outside conservation districts. This assistance 

ops a better understanding locally of erosion and land-use problems and 

res more Widespread adoption of conservation-farming methods. 

ldition, the Service has the responsibility for the technical phases of per- 

ent types of soil-conservation work both within and outside districts, which is 

lertaken under the agricultural conservation program administered by PMA. 

















OF RECENT PROGRESS 





rED EXAMPLES 
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of organization of conservation districts 

During the fiscal year 1952, local farmers and ranchers organized 94 new con- 
servation districts and 99 additions to existing districts comprising in all nearly 
million acres. As of June 30, 1952, the 48 States and Territorial possessions, 
of which have enacted soil-conservation-district legislation, had organized a 
tal of 2,467 conservation districts covering an area of over 1'4 million acres. 
\pproximately 84 percent of the total farms in the Nation are now within the 
yundaries of organized conservation districts with 11 States and 2 Territorial 
possessions completely covered by such districts. It is anticipated that there will 
175 new districts organized in 1953 and 100 additional districts are forecast for 
1954, which will bring the total number to 2,742 with over 93 percent of the 












Nation’s farms included within district boundaries. 







Vational interest in conservation of soil and water resources 






The conservation of the soil and water resources of the Nation is of concern not 
y to the farmers and ranchers but to all the people of the Nation. The concern 
evidenced by a gradually increasing united effort by many groups (farmers and 
nchers, industrial concerns, civic organizations, business and professional men, 
educators, and others) to create interest in conservation by sponsoring local, 
State, and National conservation events and recognizing in their own vocations 


i 
the part conservation plays in the entire economy of the country. The following 









are some examples: 
|. Bankers are recognizing the significance of sound land use and conservation 

farming as illustrated in a Midwestern State where they considered it good busi- 
s to make loans for conservation treatment purposes. Federal Reserve banks 

n two States have held field meetings and conducted farm tours for local bankers 

to study at first hand soil and water conservation activities. 

», An implement dealer in one State sponsored a large cash award to the farmer 










his area who did the best job of conservation farming on his entire farm. <A 


listrict manager in another State stated that he encouraged his 94 dealers t« 
ibseribe to a conservation magazine in order to keep abreast of soil-conservation 










developments throughout the country. 

3. Air tours were organized in seven States to give farmers and business men an 
aerial view of good erosion prevention practices and the results of neglect of the 
land. Over 3,000 persons made the flights. A newspaper with a large circulation 
in the Midwest, has for 7 years given 10 awards of $500 each to soil conservation 
districts doing the best job of putting conservation on the land. It has awarded 
a total of $35,000 during the 7 years Somewhat similar awards programs art 
conducted by various newspapers and radio stations throughout the country. 

1. The clergy has shown its interest in soil conservation through National Soil 
and Soul Sunday which is sponsored by magazine publishers and cooperating 
chureh groups in the South and Southwest, usually in May, where hundreds of 
churches participate. A similar form of observance occurs in Northern States 
under other names and on varying dates. 

5. The Boy Scouts of America have an organized project on soil and water con- 
servation through which they give merit badges for various activities in that field, 
conduct training institutes on soil and water conservation for scout executives and 
leaders, and have published a special scout manual on the subject. 

6. Equipment manufacturers and an equipment association representing 20,000 
dealers, have an organized project to encourage dealers to actively cooperate with 
soil conservation districts because they recognize the importance of conservation 
farming to the local and national economy. 
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Conservation Education 


Farmers, ranchers, and others must be made aware of the need, results, a) 
benefits of the soil and water conservation program in order for it to make mos 
effective progress. “Extension” soil conservationists (28 are employed co 
tively by the Soil Conservation Service and the Extension Service) are pro 
the leadership in educational activities in order to accomplish this object 
Additional assistance during the past year has been provided by individua 
organizations, and institutions as indicated by the following items: 

1. To emphasize the importance of conservation education one of the Stat 
agricultural colleges has been given $30,000 to carry on research in soil conser 
tion, part of which will be used for graduate assistanceships in this field. For 
fifth year this agricultural institution will agiin hold a conservation educat 
summer credit workshop. 

2. The State Department of education in another State conducted a 2 
institute, the agricultural section of which dealt with use of natural resources, x 
fertility, improved pastures, and so forth. Interest and scope are exemplified 
the average attendance of 125 farmers and housewives. 

3. Selection of 105 delegates to a 4-H camp in a Midwestern State was bas 
on their demonstrated conservation activities and interest during the year. 

t. Chureh cpmps in 2 State. carried on a theme of conservation for the 65 
students in attendance. 

5. Courses in conservation and field tours are being sponsored by grade scho 
One county in New England is conducting a soil and water conservation prograi 
in 29 schools for all grades. To give a better understanding and fuller apprecia- 
tion of the value and need of proper land use, 61 tours involving 2,441 students 
were conducted in a Great Plains State. 

6. Several books have recently been released, compiled as guides to schoo 
administrators and elementary teachers in introducing techniques and improving 
existing courses in conservation education throughout the public school systems 
A book entitled “The 4-H Story’’, recently released, was written primarily for 
more than 186,000 4-H members. One chapter, “Conservation Everywhere,” 
gives special attention to soil and water conservation. A national association of 
teachers, with membership of more than 33,000 has national and regional com- 
mittees working on the inclusion of soil and water conservation information in 


special high school courses. This organization is also preparing special outlines 
and teaching materials for teachers on the subject of soil and water conservation. 


Vumber of farms and acreage in conservation districts 


Number of Total acres in | Approximate | Number 
districts organized acres in farms 
organized districts farms district 


Actual 

June 30, 1951 2, 37: 1, 305, 110, 000 874, 036, 479 ° 4, 886, 487 
Average per district 549, 983 368, 325 | 2, 059 
June 30, 1952 2, , 358, 913, 420 898, 140, 478 | 4, 986, 576 
Average per district 550, 836 364, 062 | 2, 021 
imated 

June 30, 1953 , 642 s 000, 000 960, 000, 000 5, 300, 006 
Average per district 548, 827 363, 361 2, One 
June 30, 1954 , 74: - 000, 000 995, 000, 000 | 5, 500, 001 
A verage per district . 547, 046 362, 874 2, 006 


Conservation surveys, planning and treatment accomplishments 


Estimated 
Actual, Cumulative, 
1952 June 30, 1952 


1953 1954 


Conservation surveys Acres 37, 632, 344 410, 103,909 , 47,000, 000 59, 000, 000 
Individual farm and ranch plans 
Basic Number 86, 310 1, 086, 800 | 100, 000 105, 000 
Initial and advanced do 165, 844 1171, 630 | 200, 000 220, 000 
Farm and ranch planning (basic plans Acres 22, 894, 791 208, 508,268 26, 000, 000 29, 000, 000 
Conservation treatment do 27, 216, 161 162, 726, 125 | 30,000, 000 30, 000, 000 


Tota) eooperators who do not yet have a basic conservation plan. 
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Operation costs and accomplishments 


Accomplish- 


ltem Obligation 
ligations | ments (acres 


Cost per acre 


year 1952 
nservation surveys 
and ranch conservation planning 
asic plans 
11 and advanced plans 
ition treatment 
ement and maintenance of program on [ 


anches 
otal obligations 


vear 1953 (estimated 
ynserVation surveys , 733 000, 000 
Farm and ranch conservation planning 

Basic plans \, 000, 000 
Initial and advanced plans 
ervation treatment 3 000, 000 
overrent and maintenance of program on farm 

ranches 


Total obligations 


ear 1954 (estimated 
servation surveys 5, 947, 000 
rm and ranch conservation planning 
Basic plans 11, 715, 000 
Initial and advanced plans 4, 341, 000 
Conservation treatment 34, 490, 000 
Improvement and maintenance of program on farms and 
ranches 2, 973, 300 


otal obligations 59, 466, 300 


Estimated 
Land treatment in conservation districts 


The following table shows some of the major conservation practices that were 
ipplied in conservation districts with technical assistance furnished by the Soil 
Conservation Service: 


Applied during 
Cumulative 
Name of practice to June 
Fiseal year | Fiscal year | 30,1952! 
1951 1952 


ntour farming Acres 3, 185, 089 2, 910, 867 28, 601, 869 
Cover cropping do 2, 809, 720 3, 206, ORS , 171, 931 
Stubble mulching do 6, 893, 178 }, 316, 467 7, 957, 022 
: ‘ropping do RRO, 383 R05, 125 370, 853 
Range and pasture improvement do 11, 394, 745 ¥, 137, 033 , 869, 406 
Seeding pasture and range do 2, 306, 365 2, 920, 412 2, 213, 204 
Woodland management do 3, 068, 859 2, 844, 943 , 

ee planting do 47, 435 154, 883 931, 799 

wm and ranch ponds Number. -. 37, 843 61, 578 , 122 
erraces Miles L 66, 853 58, 067 
Diversion channels do ‘ 5, 526 36, 568 
Farm drainage Acres , 173, 58: . 314, 682 , 545, 646 
Irrigation land preparation do ‘ 407, 851 , 836, 923 

proved water application do ¥ 538, 373 3, , 108 

eld windbreaks Miles-.. , 635 1, 452 ,a7l 


[hese data are for first-time application only and do not include duplication of acreage for reapplication 
t maintenance of those same practices year after year 


Increased efficiency in conservation planning 


In order to reach a greater number of farmers and ranchers and to more effec- 
tively speed up the planning of conservation practices on farms and ranches, a new 
farm planning technique has been placed in use by the Service. It has been found 
that the average farmer, initially, will only recognize a part of the soil conservation 
practices that need to be applied to his land. However, through study of techni- 
cal data furnished to him and intermittent visit with the soil conservation tech- 
nician serving his area, he gradually sees the need for a complete conservation plan 





1422 


for his farm. Under this new stysem, where a farmer expresses a desire to 
proper land use, he signs an agreement with his distriet supervisors invol\ 
the initial step of agreeing to develop a conservation plan, (2) an advanx 
which includes a conservation guide, and (3) a complete (basic) conservatii 
for the entire farm. This procedure provides for a systematic followup fro: 
to year with the farmers who have made a start by becoming cooperator 
their soil conservation district and are carrying out one or more soundly pla: 
conservation practices. They are continuously encouraged to proceed as 1 
as possible toward the development of a basic conservation plan for all thei: 


7 , . 
I ian ned pol tnalion 


Planned pollination is an example of how the Soil Conservation Service ha 
biology to increase agricultural production and to further conservation pra 
In areas where the needs for conservation plants are great, a concentrated ef} 
has been made to have available at the maximum blooming period adequat 
pollinating insects. Soil conservation districts, using the technical advice of § 
Conservation Service technicians, have worked cooperatively with beekeepers 
a rapidly expanding scale. Legume seed increases of more than 100 percent 
resulting from the use of bees prove the importance of planned pollination. 1 
term “‘planned pollination,’’ coined at the initiation of this activity by the Ser 
in 1946, has become the common designation for the systematic use of bees 
contrasted with accidental or hit-or-miss pollination. 
Utilization of wood chips 

The Soil Conservation Service in cooperation with the Forest Service has pr 
vided consultation assistance to industry in the further development of equipm« 
to chip wood. It has also requested State experiment stations to do researc} 
material and encouraged farmers to utilize waste wood in their farming progra 
A satisfactory multipurpose portable wood chipper is a recent development 
Formerly woody material such as orchard prunings, brush clearing debris, a: 
unmarketable wood from improvement operations in farm woodlands were burned 
or left to decay in place. These waste products can now be cleared from the land 
and converted into soil-improving material. Using wood chips as agricultural 
material is a fairly new idea. Sawdust and shavings have been recognized as of 
value for mulches and bedding. Before chips become a part of the soil they ca: 


serve as livestock bedding, poultry litter, or mulches for berry and orchard crops 
The high lignin content of wood produces more humus than other forms of organic 
matter such as green manures and stubble. Chips, when present in the soil 
improve tilth, moisture, and aeration, but require the addition of nitroger 
replace that removed from the soil by microbes that produce wood rotting 


Agronomic improvements 

There is in process in the Southeast an agricultural adjustment from row crops 
to grasses and legumes that amounts to almost an agricultural revolution. The 
land in this area has been so seriously depleted through erosion due to the cash- 
cropping system employed, that yields had declined to the point where it was no 
longer profitable to cultivate much of the land. Through the activities of Service 
technicians, cooperating with the respective State experiment stations and researc! 
agencies of the Department, grasses and legumes adaptable to growing conditions 
in this area were introduced and widely spread throughout the farms and ranches of 
the area. As a result, a rapidly growing cattle industry based on forage produc- 
tion has devel ped 

On the sandy soils in western Nebraska extreme difficulty has always been 
experienced in efforts to increase soil stability, due primarily to the low organic 
matter and soil nitrogen supply. Largely as a result of the efforts of farm plan- 
ning technicians of the Service, vetch has been introduced into the farming system 
in this area. Thousands of acres of sandy land are now being planted to Madison 
vetch, a new varicty which is specifically acclimated for rigorous Nebraska 
conditions. This legume adds nitrogen and organic matter to the soil whicl 
stabilizes these sandy lands and makes them less susceptible to erosion. Yields 
are also increased. 


Conservation plant material 


During the past year the Service operated 24 nurseries for the production « 
new, improved, or uncommon kinds of grasses or legumes, and for the production 
of trees and shrubs needed for conservation operations. The planting material 
produced in these nurseries is granted to districts which in turn make it available 
in small amounts to district cooperators in order to encourage the establishment 
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led vegetative practices on their farms or ranches Soil conse*vation 
cooperators, in planning protective cover for their lands, are creating such 
.eed for vegetative planting materials that production sources cannot keep 
with the demand. Considerable planting stock is now being grown in 
ercial and State nurseries, and by farmers and ranchers themselves. In the 
ern Great Plains area the soil conservation districts have organized and 
ished a nursery of their own to supply planting stock to the district cooper- 
\ll of these sources now supply more than 65 percent of the nursery stock 

by farmers and ranchers for conservation purposes. 
The following table shows actual and planned production, collection, and 
hase of planting materials by Soil Conservation Service nurseries for grant to 

servation districts: 


7 | Trt Fiseal year | Fiscal year | Fiscal year 
Item Unit 1952 1953 1954 


hrubs, and other plants Number 52, 000, 000 | 55, 000, 000 49, 600, 000 
and legume seeds. Pounds 480, 000 500, 000 1, 500, 000 


An important part of the work of the Soil Conservation Service nursery per- 
nel continues to be the supplying of technical information to farmers, ranchers, 
rserymen, agricultural workers, and seed dealers on the need for planting 
aterial for soil conservation work; the necessity of proper source of seed, proper 
esting, handling and storing, and adherence to grading standards in order to 
supply quality stock. 
Through its observational work, the Service nurseries locate, assemble, increase, 
| distribute plants or seeds of grasses, legumes, and other plants believed useful 
r conservation planting purposes. It provides for initial evaluation and increase 
f potentially valuable soil conservation plants and develops appropriate propaga- 
practices for difficult varieties. This program also serves as a medium for 
exchange of foreign and domestic seed and technical information useful in the 
propagation and utilization of improved materials for soil conservation. New 
und uncommon strains of planting materials can thus be introduced into more 
extensive use for conservation purposes. 
Snow surveys and water supply forecasting 
The experience this year throughout the West proved the value of snow surveys 
and streamflow forecasts in advance planning for maximum use of plentiful water 
supplies, providing time for protection against spring high water and the operation 
of systems of storage reservoirs to provide maximum water supplies for irrigation 
und power and at the same time maximum protection against damaging floods. 
Snow cover measurements on more than 1,100 snow courses located on the high 
watersheds of the Western States gave advance warning in February 1952 of an 
isually heavy snow cover on practically every watershed in the Western States. 
1 March 1, 1952, there was more water in snow storage than is usually found on 
MN pri CE hese early measurements of snow cover prompted reservoir regulation 
provide flood storage in many areas. The April 1 measurements broke all 
records, indicating a water content over large areas between 200 to 300 percent of 
rmal. The April 1 snow cover measurements provided the basis for water 
ipply*forecasts at more than 260 stations and over 18,000 copies of these fore- 
casts were issued to agricultural, municipal, industrial, power, and other water 
sers. Newspapers carried releases relating to snow cover for 2 months prior to 
runoff, This year it was not a question of water shortages. With few exceptions 
here was ample water everywhere. Irrigated areas were expanded in view of 
this large potential water supply. Storage reservoirs of the drought-stricken 
Southwest began filling. More crops were planted... Advance informs = n rela- 
ve to water supplies prompted water spreading operations “i recharge badly 
lepleted underground aquifers in many areas. The major benefit oo m snow 
irveys and water supply forecasts in 1952 came through reduced flood damage. 
This was particularly true where stream channels were cleared and bridge ap- 
proaches and levees strengthened in advance of floodwaters. Irrigation and 
wer reservoirs were also emptied so that they could take the peak off the floods. 
Since 1947 the snow course network has been increased about 30 percent and 
the number of water forecasts 50 percent with approximately the same annual 
llotment of funds. Snow surveying and streamflow forecasting is a cooperative 
program. The Federal contribut’on to this program is only 1 out of 3 dollars 
Local agencies contribute the balance. 
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DEVELOPMENT AND MANAGEMENT OF LAND UTILIZATION PrRosEcts 


CURRENT ACTIVITIES 

Land areas administered 

The Service develops and manages 70 submarginal land projects in 30 States 
and administers the long-term leases on 36 other areas which are managed }, 
State agencies. These projects cover 7,270,925 acres, acquired by the De parti 
during the period 1938 to 1942, which had become submarginal or unsuitable for 
cultivation because of location, severe erosion, natural infertility, loss of re lue- 
tivity through misuse, or other physical factors. Approximately 600,000 acres 
of land administered by the Service are adapted to forestry development and 
management, 6,300,000 acres are best suited for grazing purposes and the re. 
mainder are suitable for cropping, wildlife, recreation, and miscellaneous uses 
Revegetation and other development work is being done on these lands in accord 
ance with their use capability and needs, in order to prevent further damag 
achieve proper land use, and improve the agricultural economy of the communities 
affected. Also included in the work carried on under this appropriation item is thy 
settlement of certain boundary-dispute claims on the Sebastian-Martin grant 
lands in New Mexico 


y 


Land development 

Development work consists of applying erosion control measures, establishi: 
vegetative cover on abandoned cropland, improving and seeding land which 
suitable for grazing purposes, developing wells, springs, and other stock water 
facilities, fencing pasturelands, tree planting, constructing roads, firebreaks 
trails, lookout towers, telephone lines, and buildings, and occasionally the develop- 
ment of recreation facilities Much of the land area has been developed an 1 is 
being made available to boos fe~ ners and ranchers at equitable rates ur Her 
specific use conditions, thereby er-bling them to shift to a more cael land-us« 
program on their own land and also produce supplemental income. 


Management of land and facilities 


The management, maintenance, and protection of approximately 7 million acres 
of land requires repair and upkeep of fences, stock-water facilities, telephon 
lines, buildings, etc., handling of permits and leases for use of the land for graz- 
ing, haying, cropping, and timber harvesting, and patrolling of fire lanes and fire 
fighting. Recreational facilities are handled through concessionaires’ contracts. 
Much of the grazing lands are leased to grazing associations, soil conservation 
districts, and other local organizations. They in turn assume responsibility for 
issuance of permits and most management, maintenance, and protection func- 
tions under rules and regulations established by the Service and in accordance 
with the terms of management plans developed cooperatively with the Service 
There has been no land purchase since 1942 but exchanges of Government-owned 
land for private land are being made, where such transactions will round out 
economic operating units for both the Government and private owners. 


SELECTED EXAMPLES OF RECENT PROGRESS 


Current developments, accomplishments, and workload 

Efforts are being concentrated on types of development work which will prop- 
erly protect the land, provide maximum benefits from their use by local people, 
and bring maximum cash returns on the Government’s investment. Although 
early completion of the remaining development work is the primary objective, 
provision must be made annually to carry out an adequate maintenance and 
management program and thus protect the Government’s investment to date. 

The following table shows the actual amount of some of the more important 
items of development work completed during the fiscal year 1952, estimated 
amounts for fiscal years 1953 and 1954, and the estimated balance remaining to 
be done after June 30, 1954: 





Estimated 
Actual 
Type of Work fiscal A 
year Fis 
1952 year 
1953 


Acres 7§ 20, 000 
15. OM 


range and pasture 


1 preparation lo 
do l 2, 000 


ado 

d 

k ig Miles 

Stock water source Number 

planting Acres 
Milk 


ng 


ind brushing 


1ards 
ind trails do 
trative buildings Number 


i 


Use of land-utilization project lands and facilities 
Land-utilization project lands and facilities are made available to local farmers 
and ranchers at equitable rates under specific-use conditions During the cal- 
jar vear 1951, 6,894 use permits were issued by the Service or lessees to local 
farmers and ranchers. The following table shows the four major uses of the 
nd in the calendar years 1950 and 1951: 


Number of 
Calendar year and use operators 


using 


1,608,690 animal-unit month 


Grazing 
27,024 tons. 


Haying 
Cropping 


Woodland production 33,088,809 t 


1,698, 57 


Grazing 
14,028 tor 


Haying 
Cropping 


Woodland production 


28,590,238 board feet 


Revenue received from use of land utilization projects 

Government collections from land utilization project lands administered by the 
Service amounted to $1,187,267 for the calendar vear 1951. Of this amount, 25 
percent or $296,817 was paid in lieu of taxes to the counties in which the lands 
were located. The following table shows the types of revenue and the amount 


received for each, for the calendar years 1950 and 1951: 


Type of revenue 


Grazing $6122, O29 
Haying 22, BUY 
Cropping 28, 140 
suilding occupancy a32 
ecreation owe 
Mineral royalties 

asements 

rest products 

ilvaged improvements 

ale of seed 
Unclassified 


Total 


It is estimated that the Government will collect 
about $1,500,000 for each of the calendar years 
counties in lieu of taxes made from this income would ame 


as revenue from these 
1952 and 1953. Payment 
sunt to about $375,000 


each year. 
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Land exchange 8 


General land purchases under the land utilization program were discontin, 
at the close of the fiseal year 1942. No new land purchases are contemplat; 
during either of the fiscal years 1953 or 1954. However, applications conti; 
to be received for the exchange of private lands for Government-owned 
The following table shows the status of land exchange work: 


Federal land released | Private land acq: 
| 


1 
Tracts Acres Tracts 


Applications received 1952 50 | 113 | 20, 101 103 


Applications completed 1952__. 5g 27 | 23, 025 109 
Applications pending July 1, 1952 256 50, 719 | 214 


Sebastian Martin boundary disputes 


Settlement of claims to certain so-called Sebastian Martin grant lands, now a 
part of the grant lands land utilization project, New Mexico, is also included 
the work authorized to be carried on under this appropriation item. Under th 
provisions of Public Law 179, 79th Congress, the Secretary of Agriculture is 
authorized to settle disputed claims to these lands. Out of the possible 63 claims 
known at this time that may develop under section 2 of the act, which authorizes 
adjusting claims and granting a quitclaim deed for tracts where title is in disput 
a total of 40 parcels involving 212.35 acres have been returned to private owner 
ships. The remaining 23 parcels comprising 172 acres are now in process of 
determination as to eligibility for return. Under section 3 of the act, whic} 
authorizes the sale of lands, 74 tracts comprising 1,508.93 acres have been sold 
and applications for sale of 60 additional tracts comprising 1,084 acres are expected 
It is anticipated that with the exception of a few problem cases, this part of th 
program will be completed in the fiscal year 1953. 


ADDITIONAL MEASURES TO ACCELERATE FLOOD PREVENTION 
CURRENT ACTIVITIES 


Furnishing additional technical assistance for speeding up the planning and 
application of conservation measures contributing to flood prevention is an esse: 
tial supplement to measures installed under the appropriation ‘‘Flood prevention 
Such assistance is carried on in designated watersheds in cooperation with loca 
soil conservation districts, flood control organizations, and watershed improvemeit 
associations, ete., seme of which have been organized for the specific purpose of 
finding means of preventing flood damages to agricultural lands, urban areas, 
transportation systems, water supplies and reservoirs. 

The work consists of (1) participation in the development of subwatershed work 
plans which integrate or coordinate the needs for conservation treatment of 
watershed lands with the plans for works of improvement primarily for flood 
prevention on the channels and water courses, and (2) increased technical assist 
ance to the local farmers and ranchers through local organization to accelerate 
the selection and establishment of sound conservation measures that will increase 
the water-holding capacity of the watershed lands, retard runoff, and prevent 
erosion and sedimentation. Approaching the planning and application of meas- 
ures needed to alleviate the flood problem on a subwatershed basis provides opti- 
mum flood prevention benefits in a much shorter period of time than would be 
possible on an individual farm or ranch basis. 


RECENT PROGRESS 


The following table shows some of the major soil and water conservation 
measures established during the past fiscal year in the 11 watersheds authorized 
under the Flood Control Act of 1944: 





Name of practice i Planned Completed 


s and legume seeding Acres 131, 053 18, OK 
and shrub planting do 19. 842 > 190 
ons Miles 0 27} 
control Acres 13, 21 5. 870 
Miles 7 536 


Does not include similar measures planned and applied in these watersheds under the activity “‘ Assist 
e to soil conservation districts and other cooperators.”’ 


Benefits from upland conservation treatment 


Most of the flood-prevention accomplishments to date in the Little Tallahatchie 
and Yazoo River watersheds, for example, consist of (1) the stabilization of some 
very critical eroding areas and (2) the improvement: of vegetative cover in upland 
areas. In addition to the benefits from controlling erosion on the uplands, these 
practices, installed and maintained by the farmer with technical assistance from 
the Service, have contributed in large measure to alleviating the flood problem 
jownstream. Very significant results have been obtained where widespread 
application of land treatment in the headwater tributary areas has materially 
reduced the erosion and sediment damage to the downstream channel improvement 
Works 


CLASSIFICATION AND MAPPING OF SoILs 
CURRENT ACTIVITIES 


Soil surveys are conducted to determine the nature, distribution, extent, and 
genesis of the different soils in the United States and Territories, which will 
provide farmers, private organizations, and public agencies with data on which 
recommendations can be based as to suitability of soils for the production of 
crops, grasses, and trees under alternative systems of management. The soil- 
survey reports and maps furnish data from which land-capability groupings, 
conservation guides, and interpretations as to yield estimates and management 
equirements may be made. 

Laboratory service and basic research in soil genesis is maintained at several 
trategic locations to provide essential guidance to fieldmen in the recognition of 
different kinds of soils and the classification of land-capability groupings and 
other interpretations required for individual farm, area, or watershed planning. 
The information assembled by the soil survey is transcribed to soil-survey maps 
which are published along with a detailed explanatory report 

The soil-survey work is closely coordinated with and is partly financed by the 
respective land-grant colleges or other State agency designated for the purpose 
Che information which is gathered and published recognizes the needs of these 
State agencies as well as many Federal agencies, such as the Agricultural Research 
Administration, Forest Service, Bureau of Reclamation, Geological Survey, 
Bureau of Indian Affairs, Bureau of Land Management, Tennessee Valley Author- 
ity, and similar agencies, which use the maps and information in the development 
of their respective land-use programs. 


SELECTED EXAMPLES OF RECENT PROGRESS 


Progress on soil surveys 

Soil surveys were conducted in 32 States during the year ending March 31, 
1952. Detailed soil mapping was completed for 4,160,000 acres and reconnais- 
sance surveys were made of 2,688,000 acres. This included some detailed and 
reconnaissance surveys of areas proposed for irrigation projects in the Missouri 
Basin. Ten soil surveys were published, bringing the total number of soil surveys 
published to 1,607. All surveys were made in cooperation with the State agri- 
cultural experiment stations for use in guiding the research, educational, and 
technical assistance programs of the Department and the States. In Florida, a 
special reconnaissance soil survey was made in cooperation with the Florida 
\gricultural Experiment Station and the Central and Southern Florida Flood 
Control District, which provided a large part of the funds, as a basis for the 
flood-control and land-development program. 
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Improve ments in ap compilation 


Improved methods for drafting soil maps and other maps for printing have 
developed with important savings in time and cost, both to the Department of 
Agriculture in processing soil maps and to other agencies providing topographj, 
and planimetric maps. The method involves drafting (the inking of) lines } 
removal of material from a coated surface of glass or plastic, called ‘“‘scriving 
rather than by adding ink as in ordinary drafting. 


Soil surveys used by engineers 


The growing recognition of the value of soil surveys to construction engineers 
especially for highway construction, is reflected by the number of requests 
soil maps and reports. The classification of soil materials by engineers places 
major emphasis on grain-size distribution, with some consideration given { 
plasticity. To make soil surveys more useful to engineers in the future, a 
agreement was developed with the Bureau of Public Roads which provides that 
soil samples will be collected by field parties in areas being mapped in the Na 
tional Soil Survey and sent to the laboratories of the Bureau of Public Roads 
for making certain engineering tests. Reports on the tests will be made avail- 
able to the Soil*Survey for inclusion in published soil survey reports. 

EMERGENCY CHANNEL RESTORATION IN FLOOD-STRICKEN AREAS 
CURRENT ACTIVITIES 

Work under this project is being carried on with funds provided by Publ 
Law 202, 82d Congress, approved October 24, 1951, and by Public Law 371, 82d 
Congress, approved June 4, 1952, for emergency fiood-rehabilitation work in th 
Kansas and Missouri River, upper Mississippi and Utah flood-stricken areas 
Activities are limited specifically to areas designated as disaster areas by th 
Secretary under Public Law 38, 8ist Congress, approved April 6, 1949. The 
work of restoring the channel capacity of streams impaired by disastrous flood, 
and related rehabilitation measures, consists primarily of: 

1. Removing debris and sediment plugs from stream channels. 

2. Clearing and reconstructing irrigation canals, drainage ditches, headgates, 

nd outlets serving more than one farm. 


Construction of levees, dikes and barriers to close cut-offs. 
5. Construction of channel-stabilization structures in grassed waterways t: 
arrest the headward growth of gullies and valley trenches formed by the flood- 
waters 


3. Protection of stream banks to prevent changes in stream courses. 
‘ 
. 


SELECTED EXAMPLES OF RECENT PROGRESS 


This work is being carried on through contractual arrangements with owners 
of heavy earth-moving machinery. 

The Service has worked through the soil-conservation-district governing bodies 
in determining the specific areas where channel restoration and related rehabilita- 
tion measures are required to restore the carrying capacity of the streams, irriga- 
tion ditches and drains. These district supervisors have also secured the necessary 
easements from the owners and operators of the lands adjoining the streams or 
water distribution and drainage systems to assure that the contractor and his 
employees may have ingress and egress to the site of operations, and may carry 
on the work to completion without interruption. Technicians of the Service 
provide the technical assistance in engineering, agronomy, soils and related tech- 
nical fields, to assist the local farmers and district supervisors to complete tli 
rehabilitation program. 

The following table shows some of the major types of work accomplished through 
June 30, 1952: 


Cumulativ: 
ype of work to June 30, 
1952 


val of debris and sediment plugs | Miles 
; Cubie yards 
n and reconstruct drains and irrigation ditches Miles 
Dy Cubie yards 
truct levees, dike 1d barrier do 
Number 
Acres 
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REVISED ESTIMATES 


Mr. ANDERSEN. We will also insert in the record at this point a 
statement comparing the original and revised estimates. 
The pages referred to are as follows:) 


Salaries and expenses 
Base for 1954- : $61, 844, 014 
Original budget estimate, 1954 ‘ ; 65, 806, 000 


Increase in original budget estimate +3, 961, 986 


Base for 1954- 61, 844, 014 
Revised budget estimate, 1954 59, 640, 000 


Decrease, revised budget estimate compared with base ‘ 2, 204, O14 
Project statement 


Change from 
1954 original 
budget 
estimate 


1954 original | 1954 revised 
budget budget 
estimate estimate 


ie 1953 (esti- 
Project mated) 


Development and improvement of conser- | 
vation practices and techniques $577, 180 77, 180 $677,180 | ' —$100, 000 
Assistance to soil-conservation districts and 
other cooperators- 57, 381, 022 59, 466, 300 54, 990,300 | ? —4, 476, 000 
(a) Planning, application and mainte- 
nance of conservation practices (55, 681,022)! (57, 741,300)) (54, 565,300)| (—3, 176, 000) 
(6) Operation of nurseries for conserva- 
tion plant material (1, 700, 000) (1, 725, 000) (425, 000); (—1, 300, 000) 
Development and management of land- 
utilization projects : 1, 248, 000 1, 248, 000 , 248, 000 
Additional measures to accelerate flood pre- 
vention ‘ | 1, 513, 292 | 3, 190, 000 | 1, 600, 000 | § —1, 590, 000 
Classification and mapping WOR iscee cecane 1, 124, 520 | 1, 124, 520 1, 124, 520 | 
Emergency channel restoration in flood- | | | 
stricken areas “aa d nod wed 5, 766, 930 | 


Total available or estimate ‘And : 67, 610, 944 | 65, 806, 000, _ 58, 640, 000 | Rs. 166, 000 
l'ransfer in 1954 estimates from: 
“Salaries and expenses, Office of Adminis- 
trator, Agricultural Research Admin- 
istration” es wanes — 10, 800 
“Flood prevention, Agriculture” .| —1, 513, 202 
“Salaries and expenses, Bureau of Plant 
Industry, Soils, and Agricultural Engi- 
neering, Agricultural Research Adminis- 
tration” ne en —116, 000 
Balance available in 1953 _._...___- ; — 5, 766, 930 
Reduction pursuant to sec. 411. ..__._- +6, 078 


Total appropriation --.................- ‘ 60, 210, 000 


Note.—Explanation of proposed reduction below original budget estimate, 1954: The proposed reduction 
of $6,166,000 in this item below the original budget estimate consists of the following: 

| Elimination of the increase of $100,000 in the original budget under the project ‘‘Development and im- 
provement of conservation practices and techniques” for studies of alternative combinations of land use and 
conservation practices and determination of likely returns therefrom (this item will be included, in the 
amount of $51,600, in the estimates of the Bureau of Agricultura] Economics). 

? Decrease of $4,476,000 under the project ‘‘ Assistance to soil-conservation districts and other cooperators”’ 
consisting of: (a) elimination of the original increase of $2,085,278 to provide technical and other assistance to 
100 new soil-conservation districts, since it now appears that the total number of districts to be organized 
by the end of fiscal year 1954 will be about the same as was originally estimated to be in operation by June 
30, 1953; (0) a reduction of $1,090,722 in the level of conservation farm planning and land treatment now 
being provided to soil-conservation districts; and (c) a reduction of $1,300,000 in the amount budgeted for 
the production and purchase of conservation plant materials for grant to soil conservation districts, leading 
to the transfer of all nurseries by June 30, 1954, to States, soil-conservation districts, or other local groups 
“ hich may have an interest in maintaining them. 

3 Reduction of $1,590,000 in the original increase of $1,676,708 under the project ‘Additional measures to 
accelerate flood prevention’’ consisting of: (a) elimination of the $952,000 increase planned for accelerating 
land-treatment work in seven new watersheds—the Brazos, Delaware, Pecos, Savannah, Scioto, Sny, and 
South Platte (upper) watersheds; and (6) elimination of $638,000 of the original increase of $724, 708 to accel 
erate the rate of conservation land treatment in watersheds in which work is currently under way—Colorado 
(middle), Coosa, Little Sioux, Little Tallahatchie, Potomac, Trinity, Washita, and Yazoo watersheds 
(authorized by the Flood Control Act of 1944). 


380505—53—pt. 3——-37 
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SUMMARY OF THE EFFECT OF REVISED BUDGET ESTIMATES 


Mr. Anprrsen. Doctor, I notice that the revised budget figures 
are $6,166,000 below the original estimates, and are $2,204,014 below 
the current year figures. Will you summarize the effect of this reduc- 
tion on your various activities ‘and indicate the basis for the ch: anges 
proposed? 

Dr. Satter. Yes, sir. There are a number of items included in 
the overall reduction. 


TECHNICAL AND OTHER ASSISTANCE TO NEW CONSERVATION DISTRICTS 


There are a number of differences between the present budget and 
the original budget. There was an item in the Truman budget of 
$2,085,278 for assistance to new districts. That item was eliminated 

As was brought out in the discussion this morning, the rate of 
formation of new districts has been considerably slower than our 
original estimates. A review of the situation indicated that at the 
end of fiscal 1954 we were going to have just about the number of 
districts that we had estimated for the end of fiscal 1953. 

Mr. ANpERSEN. Will the elimination of that part of the funds 
proposed to take care of the new districts leave any money whatsoever 
to staff the new districts which will show up between now and the end 
of fiscal 1954? 

Dr. Sauter. Yes. 

Mr. ANDERSEN. Where will you get the money 

Mr. Dyxes. It was supplied in this year’ mais: Mr 
Andersen. The people to staff new districts are now working in the 
old districts. They were placed there on a training basis when we 
hired them last July. We planned to move them to ‘the new districts 
as they came in. So they are actually on the rolls, many of them, at 
the present time. 

Mr. ANDERSEN. You will have sufficient technical help for these 
new districts? 

Mr. Dykes. Well, in line with some other cuts, that becomes a 
difficult question to answer, but it is in the base appropriation. It 
is in this year’s base. 

In other words, the funds were provided to hire a certain numbe1 
of new people during this fiscal year. We put the people on the rolls 

Of course, the $450,000 cut taken this year means that where we 
have resignations we cannot fill the jobs, up to the extent of the cut 
We do not have to actually fire anybody as a result of the $450,000 
cut, but that reduces the number of people available to put in the new 
districts. 

It goes back to what I said this morning: The general level 
assistance to the districts will be two-tenths of a man-year less in 
1954 than in 1953. In other words, for each 5 districts you are going 
to lose 1 full-time man. 

Mr. ANDERSEN. Yes; we heard that, Mr..Dykes. But are you 
going to have sufficient funds if this proposed reduction stays in effect 
to adequately staff all of the soil-conservation districts in America? 

Mr. Dykes. I can only answer, ‘‘No,”’ sir. 

Mr. Wuirren. Dr. Salter, I believe you said there was no incentive 
to create new districts, due to the fact that your people were spread 
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too thinly already, and as a result you had very few new districts last 
vear. 
’ Mr. Dykes. That was true up to June 30 of last year, Mr. Whitten 

Mr. Wurrren. How large an area throughout the United States do 
you have which is in need of the organization of new districts? 

’ Dr. Savrer. The districts now cover about 80 percent of the agri- 
cultural land. We need the rest, that 20 percent. Much of it is 
b idly in need of conservation. 

Mr. ANDERSEN. The point which concerns me, Doctor, is whether 
or not there will be sufficient technical personnel to do the job which 
the Congress wants done in all of the soil-conservation districts in 
America. I gather, from the statement of Mr. Dykes, that there 
would be insufficient funds to do the job as it should be done. 

Mr. Dykes. We believe that, Mr. Andersen, very sincerely. 

Mr. ANDERSEN. | agree with you. If there is any one thing in this 
entire appropriation bill which I have been interested in from. year to 
year it is this particular section of the bill. I feel that the farmers of 
America can accomplish more by having the technical knowledge than 
they can through almost any other means. 


COST OF CONTINUING PROGRAM 


Dr. Salter, how much would be required to attain the level of 
conservation which this subcommittee has expected? I am asking 
you that, knowing full well that you are supposed to testify on behalf 
of the budget as it is presented to us. You, on the other hand, must, 
when requested, give to the subcommittee your personal opinion, from 


the best knowledge you have on hand, as to what the needs are. 

Dr. Saurer. Mr. Chairman, I mentioned the decrease of $2,085,278 
from the Truman budget. The budget now before you also carries 
an additional decrease of $1,090,722 for assistance to districts below 
the Truman budget, the present budget. 

Mr. ANDERSEN. Be oer the current activities? 

Dr. Satrer. Below the current activities. It also carries a decrease 
of $1,300,000 which comes under the ‘Assistance to districts’’ item 
and which has been expended for the support of our nursery activities. 

Mr. ANpERSEN. Let us limit it to this one specific item for the 
present. 

Dr. Saurer. For this one specific item I would estimate that it 
would take in the neighborhood of 500 man-years of additional assist- 
ance. 

Mr. ANDERSEN. That would be approximately how much? 

Dr. Saurer. A little over $2 million, $2.2 million, or something 
close to that. 

Mr. ANDERSEN. That would give to each of the soil-conservation 
districts the manpower which you feel they should have to do a good 
job? 

Mr. Dyxss. That would bring it up, Mr. Andersen, to the level of 
assistance that we have been able to provide districts this year. 

Mr. ANDERSEN. That is the point I wanted brought out. Now 
will you discuss the other changes in the revised budget, Doctor? 

Dr. Sauter. Yes. 
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NURSERY PRODUCTION ACTIVITIES 


Mr. ANDERSEN. You mentioned this nursery work. rr 
Dr. Sauter. Yes. In the current year we are expending approxi- 
mately $1.7 million for this nursery item. The decrease is $1,300,000, 
As stated, the nursery item is for the production and purchase of 
conservation plant materials for grant to State soil-conservation 
districts. The decrease contemplates the transfer of nursery-produc- 
tion activities by June 30, 1954, to State or other local groups which 

may be interested in maintaining them. 

We are operating 24 nurseries for the production of planting 
materials. That includes trees, shrubs, and grass and legume seeds. 

During the past year we produced about 50 million trees and 
shrubs. Most of these or about 90 percent were woody plants. 
And we produced about a half million pounds of grass and legume 
seeds that were distributed to something over 1,100 districts and 
planted on the farms of about 100,000 farmers and ranchers. 

Mr. AnpprsEN. Approximately $1.7 million annually has been ex- 
pended on these nurseries; is that right? 

Dr. Satter. That is right. 

Mr. ANDERSEN. I understand that the full amount is not being 
taken away from this particular project? 

Dr. Satter. Actually, $425,000 is left in the item for 1954. 

Mr. ANDERSEN. Are you in a position to immediately turn over this 
work to the States? 

Dr. Sauter. No; we will have to explore it nursery-by-nursery with 
the States to determine the agencies that would be in a position to 
take them over. 

Mr. AnprrsEN. In the meantime what will you do with the 24 
existing nurseries? How will you operate them prior to turning them 
over to another group? 

Dr. Satrer. On as near a standby basis as possible. 

Mr. Wuirren. Where are you going to get the seeds and these 
other things? Let us assume that you are going to have soil-conserva- 
tion districts and you are going to spend all of this money through var- 
ious Government programs to bring about a good soil-conservation 
job. In the event nobody takes these nurseries off your hands and 
you have to let them go by the board, are you not in the same ridicu- 
lous position which the forestry department was in a few years ago, 
of doing a tremendous job of selling people on setting out trees and 
then having no trees? This will work fine if somebody else will step 
in and take it over. 

Dr. Satrer. That is right. If we can make these arrangements 
for State agency operation, I think this could be made to work so far 
as the production of mass quantities of trees, seeds, and shrubs is 
concerned. 

Mr. Wuirtren. Why did you get into operating nurseries in the 
first instance? Was it not because nobody else was doing it and you 
could not get the seed any place? 

Dr. Sattser. That is right. 

Mr. Wuirren. Has anybody stepped into the picture? Or are they 
all like the States I know of, short on meeting their own needs? 
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Dr. SatrerR. In some sections I think they have stepped in fairly 
well, but in many areas they have not. 

Mr. Wurrren. I am not opposed to what is being sought here, but 
| am opposed to spending money in the soil conservation program 
without being absolutely sure in advance that you have the means to 
carry Out the program. Have you any suggestions as to how this 
committee might help to protect the right of this agency to continue 
these things in the event you are unsuccessful in getting others to 
take over? 

Mr. Wheeler, could we make funds available for the carrying on of 
this activity contingent upon whether or not other agencies or States 
would take over and carry on the work? 

Mr. Wueever. Yes. If the committee wanted to do so, it could 
provide funds for the nurseries and give a directive to the Depart- 
ment to move as vigorously as possible toward transferring the 
nurseries to State or other organizations which could take them 
over. If the Congress preferred to handle the transition that way, 
of course, it could be done. 

Mr. Wurrren. Thank you, sir. 

Mr. ANDERSEN. There are undoubtedly some groups of people ready 
to take over some of these nurseries. There is no question about that, 
is there, Doctor? 

Dr. Satrer. I am sure that could be arranged in some cases. The 
State conservation commission in Ohio will take over our Zanesville 
nursery if they can get the necessary funds in their budget. 

Mr. ANDERSEN. If we were to arrange this along the line suggested 
by Mr. Whitten, and you were able to dispose of the property, then 
we could consider that particular portion rescinded. Could some- 
thing like that be done? 

Mr. Dyxus. Yes, sir. 

Mr. ANDERSEN. At the same time it would protect the work in 
case you could not get them put into the proper hands; is that not 
right? 

Dr. Satrer. If that can be done it certainly would be an advantage. 

Mr. Hunter. Does the Department have in mind having the farmer 
eventually buy all of these seeds and shrubs from either State or 
private sources? 

Dr. Satter. That would be what they have in mind, yes. 

Mr. Horan. Have you had any statement about cooperation with 
the Federal-State nurseries: now existing? I notice on the list you 
have one at Pullman, Wash., where we have had a Federal-State 
nursery for decades. 

Dr. Satter. That is partly ours. 

Mr. Horan. What is the nature of this cooperation with the 
Federal-State nurseries and schools of silviculture and so forth? 

Dr. Satrer. I am sure we have a cooperative arrangement with 
them. I cannot tell you the details on it, Mr. Horan. 

Mr. ANDERSEN. Perhaps you can have that put in the record. 

Mr. Horan. I wish you would. 

Dr. Satter. All right. 





1434 


(The information is as follows:) 


CooPpERATION WirH Strate AGRICULTURAL EXPERIMENT STATIONS ON Nursery 
WorkK 


In conducting its nursery operations the Soil Conservation Service has estab- 
lished cooperation under memoranda of understanding with approximately 
30 State agricultural experiment stations. The broad objective of this cooperatio; 
is to find and test plants, including trees, shrubs, grasses, and legumes, whic} 
promise to be useful in the soil and moisture conservation program. The genera 
pattern of these cooperative arrangements involves the pooling of resources by the 
Soil Conservation Service and the particular agricultural experiment statio, 
concerned, For example, in one of the cooperative agreements with the Wash- 
ington Agricultural Experiment Station, which covers work being done at Pull: 
Wash., the experiment station furnishes land, office and laboratory facilities, 
available seed for testing, and labor to the extent mutually agreed upon. It also 
assigns certain members of the staff of the experiment station to assist in carrying 
on the nursery work. ‘The Soil Conservation Service assigns to this work a full 
time man to supervise the work at Pullman and adjacent areas. The Service 
also pays expenses incident to collection of seeds or other plant materials and such 
portion of other activities such as seed cleaning as may be mutually agreed upor 
by the two parties. The work is planned jointly by the Service and the experiment 
station and the information and experience gained is available to both parties 


NURSERY COSTS 


Mr. Larrp. Mr. Chairman, in connection with this reduction I 
should like to have some figures on the nursery costs, so far as the 
cost of producing seed and other nursery items are concerned. 

Mr. Dyxss. We would be glad to supply that. 

Dr. Sauter. We can tell you the amount of seed and the cost. 

Mr. Larrp. And the cost per tree of your stock. 

Dr. Sauter. All right. 

(The information is as follows:) 


Soil Conservation Service nurseries, direct costs and production, fiscal year 1953, 
salaries and expenses 


Number of species 
grown— | 
a ae ee eT eee 
mated pro- mated Cent 
duction | For For obligations | ; 
test- | distri- | Total 


|} ing? | bution | 


| | | 
Trees ‘ . 22, 079, 000 72 | 26 | 98 | $352, 406 2 $15. § 
Other woody plants. 21, 315, 600 60 | 14 253, 619 | 211.90 
Grass and legume (seed) 5 456, 800 | 120 } 50 7 451, 043 | 8.4 

Grass and legume (plants) 19, 936, 000 10 5 § 51, 982 | 22.61 


1 In addition to the trees, plants, grass, and legume seeds grown in large lots to supply the needs of soil 
conservation districts, a substantial number of species were produced in relatively small amounts for ob- 
servational tests. This work includes both nursery and field trials of promising new plants or new varie- 
ties and strains, frequently conducted in cooperation with Federal or State agencies and which, because 
of the small quantities handled, involve somewhat higher cost than large scale production. In the case of 
seed particularly, this work involves increase of small amounts of new varieties and strains for sced certifi- 
cation purposes and is conducted in close cooperation with State agencies having responsibility for seed 
certification activities. 

? Per thousand. 

$ Per pound. 


Dr. Satrer. May I discuss one other aspect of this thing? 
Mr. ANDERSEN. Certainly. 
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DEVELOPMENT OF NEW GRASSES AND LEGUMES 


Dr. Satrer. The phase we have been discussing up to now is the 
production of seed and trees and shrubs in quantity. There is another 
function of the nurseries which is very vital to the soil-conservation 
program. At many of these nurseries we have assembled strains of 
new grasses and legumes from plant breeders in State experiment 
stations, and the Bureau of Plant Industry, and from a lot of natural 
collections we have made out over the country, and from foreign 
mports. This collection of new grasses and legumes is studied in. 
these nurseries in small plots. The seed of those which look like they 
have promise is increased enough so that it can be put into a program 
of observational testing. The seed is distributed over the various 
regions of the United States, for small plantings in observational test 
plots. There are literally hundreds and hundreds of those observa- 
tional tests. 

[t is out of these tests that we determine the desirability of expand- 
ng any of these strains for commercial production. After observa- 
tional tests show the value of a strain over a sufficient area, we do 
blow it up and try to put it into commercial production. 

Out of this program there are 54 new strains of grasses and legumes 
now in commercial seed production in the United States and certified 
by the responsible State agency, and 16 more are in process of cer- 
tification. 

These are some of the most important plant materials we have for 
conservation. We are very anxious to maintain this phase of the 
nursery program, that is, the observational testing work and the 
planting and studying of new strains in the nurseries. 

Mr. ANpERSEN. I presume you would have to maintain 3 or 4 of 
these nurseries for that purpose, would you? 

Dr. Satter. We have discussed this problem with Assistant 
Secretary Coke and Mr. Roberts. They seem to be in general agree- 
ment with this idea. We will need about 8 of these nurseries to cover 
the major problem areas in the country. We would discontinue, or 
turn over to a State agency, mass production in these nurseries but 
continue them for this special purpose. We would try to get the 
State experiment stations to take over and operate these eight nur- 
series on a contract basis. In other words, we would contract with 
them to maintain this work and supply us with the seed for the 
observational testing program. 

We estimate, that to carry on about 8 of these nurseries under such 
contracts, would take about $240,000. Then we need to maintain 
in our budget about $165,000 for the men who actually do the obser- 
vational testing out in the field. We will also need at least one man 
at each of our regional offices and one in Washington to provide 
technical leadership in planting materials to our field staff and to 
districts. These men are currently being paid out of this item. The 
total cost of these 3 phases would run about $525,000; which exceeds 
the $425,000 which is left in the budget for the nursery item. Pre- 
sumably we would have to take the excess out of our technical assist- 
ance to districts if the total approved for this item is $425,000. 
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IRRIGATION REQUIREMENTS IN HUMID AREAS 


Mr. ANDERSEN. I notice there is an item of increase of $100,000 in 
the revised budget to determine irrigation requirements in humid 
areas and for the purpose of developing criteria for the planning and 
design of effective and economical water management and soil stabili- 
zation measures for small watersheds. 

Mr. Horan, I think you are particularly interested in this line of 
work. Perhaps you have some questions you would like to ask Dr. 
Salter in this connection. 

Mr. Horan. Yes. In this general field we have had a lot of dis- 
cussion. Some enthusiasts for soil conservation take the position that 
true conservation begins where water falls on the earth. If that is a 
watershed, that is part oi the conservation picture. We have had 
quite a discussion on that in every soil conservation district. In fact, 
we have had quite a number of meetings of late here in Washington, 
D. C., not only in your department but at the White House and in the 
various departments which discussed that very angle. 

I know that in my own district there is a big demand now, for 
watershed surveys. Therefore, at this time I would like to read a 
letter which points out the personal view of the president of the 
Washington State Association of Soil Conservation Districts. 


You may not know of the ‘“‘pilot districts’? which are being set up by the several 
State associations. The one which was selected for Washington is in Okanogan 
County. 

I quote from the introduction to the preliminary report which has been pre- 
pared for our district: 

“The National Association of Soil Conservation Districts, at their annual 
meeting held in Oklahoma City in February 1951, appointed a public lands 
committee. It was the objective of the committee to develop a coordinated 
conservation program for the public and private lands in the soil conservation 
districts. 

“From this committee, a resolution was developed and approved by the 
national association, that called for a comprehensive plan for proper conservation 
of all lands within one soil conservation district in each State, and that the 
national association and the public agencies involved, endeavor to secure the 
necessary funds to carry out the plans. 

“As a start, and to see what might be done on a coordinated program of de- 
velopment, proper use, and conservation of public and private lands, the com- 
mittee decided to try such a program in one soil conservation district in each of 
the 11 Western States.” 


That ends the quote from their preliminary report. 


The report combines the thinking of representatives of all Federal and State 
agencies and individual landowners and the board of supervisors on all phases of 
a complete program for the district. 

We hope this will lead to coordinated work on our problems and that this will 
point the way in which a complete program can be applied in other districts. 

You may recall that the supervisors of the Douglas Soil Conservation District 
have hoped to add flood-control features to our program in Douglas County. In 
fact, we have a letter from Mr. Brannan (when he was Secretary of Agriculture) 
to the effect that they would aid us on such a program. 

Nothing beyond a brief preliminary survey came of that, however. 

I thought you would be interested in knowing how our thinking runs along 
parallel lines on this important subject. 


He was commenting on a series of two newsletters which I put out 
dealing with this matter. 

I would like to have his name in here. He is one of our fine public- 
spirited people in the State of Washington, Bob Hedges of Waterville, 
Wash. . 
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I know that this interest exists. It involves, of course, more than 
the Soil Conservation Service. It involves the Forest Service and the 
Department or the Interior. We have made various attempts to get 
to this problem. We had a flood-control program in the Department 
of Agriculture, which I understand we are more or less diffusing, and 
we are farming out that work to other departments. 

I understand there has been some change in the jurisdiction in that 
regard for the Soil Conservation Service. I should like to have either 
you or Mr. Dorny now explain what is meant by these changes in the 
totals for flood control as they affect your service, bearing in mind 
that we will have the flood-control item before us, I believe, on the 
16th of April. 

Mr. Dorny. The only change, so far as the budget is concerned, is 
to take out of the flood prevention appropriation item those phases of 
the work which are very similar to the work being carried on under our 
regular appropriation act. It is set up as a separate financial activ ity, 
titled ‘‘Additional Measures To Accelerate Flood Prevention,” on 
page 32 of the notes. 

Last year’s appropriation for flood prevention has been split, and 
this portion came out and was added to our regular appropriation item. 
The remainder—the so-called construction phase, the survey phase, 
and comprehensive basin planning—has been left in the flood preven- 
tion item. 

Mr. Dykes. We will still do the work, Mr. Horan, by assignment 
of the Secretary, just as we have in the past. There has always been 
a general departmental appropriation for flood control, and we have 
been assigned a certain part of the work. The budget divides the 
so-called A or construction measures and the land treatment or, B 
measures. The B measures are now merged with our regular appro- 
priation item here and the A measures will come up on the 16th as 
a departmental item, and will cover detention structures, and water- 
ways and other construction work. 

Mr. Dorny. Actually, under “activity 2,” the assistance to dis- 
tricts items, similar work is being carried on. This is to accelerate 
the practices on the ground at a faster rate for flood prevention 
purposes. 

WATERSHED PROGRAMS 


Mr. Horan. Mr. Wheeler, what is the overall picture in this 
matter? We have discussed watershed conservation in the past. 
I think most of us at least have tacitly agreed we were going to have 
to spend more money and not less on some of these programs if we 
were going to provide security in many ways, such as security from 
flash floods and security against drought later on in the year. Yet 
the budget at first glance appears to have cut in half this flood control 
item. 

Mr. WHEE LER. The revised budget which is before you now elim- 
inates all the funds that were in the original budget for initiating 
work on 7 new watersheds where survey reports have not yet been 
approved by Congress. Those sums are eliminated from the central 
appropriation for flood prevention and also from the estimates of the 
various bureaus which had increased funds in the original budget for 
initiating operations in these 7 new watersheds. 
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The increase that was in the original budget for work on the origina| 
11 authorized watersheds, where we have been working for some years, 
was also reduced, but the total figure in the revised budget for the 
flood prevention appropriation, from which work on those 11 water- 
sheds is financed, is still about $1.3 million above the corresponding 
appropriation for this fiscal year. 

Mr. Horan. That answers my question. 


CONSERVATION MEASURES ON PUBLIC LANDS 


So far as your agency is concerned, Dr. Salter, what is your program 
for soil conservation on public lands? 

Dr. Satter. We are permitted only to deal with lands administered 
by certain agencies. There is no problem on the lands administered 
within the De ~partment of Agriculture, or even by Defense and Justice, 
but you may recall that by Reorganization Plan IV, which became 
law on June 30, 1940, President Roosevelt transferred to Interior 
functions and resources for conservation work on the Interior lands, 
and this action has been interpreted as prohibiting SCS from working 
on Interior lands. BLM and Indian lands are often intermingled 
with lands administered by the Department and often there are, in 
addition, State school lands and private lands in a district, or even 
under one ranch fence. Without costly surveys you cannot tell where 
one begins and the other ends. It does create a difficult problem of 
working in those areas where there is that intermingling of Interior 
land with private land and State land. 

These pilot soil conservation districts were selected with the idea 
that all the interested agencies would cooperate with the district 


supervisors in developing plans, and then later, perhaps, in establish- 
ing the necessary conservation measures. That, perhaps, is a little 
bit optimistic, because some State and Federal agencies do not have the 
resources to carry out their part. Others may have. It does create 
a difficult situation. 


ADMINISTRATIVE PERSONNEL 


Mr. AnprerRSsEN. Dr. Salter, how many employees do you have in 
your administrative organization? I believe you mentioned earlier 
today you had tried to keep that figure down to a reasonable level. 

Dr. Sauter. Yes, sir. 

Mr. AnpERSEN. I would like to have the figures in the record at 
this point. 

Dr. Satter. I would be glad to put them in the record. 

Mr. ANDERSEN. What percentage of your total personnel are in 
what you might classify as the administrative organization? 

Dr. Satter. That would include our Washington, regional and 
State levels? 

Mr. ANpeRSEN. That is correct. 

Dr. Satter. That is approximately 11 percent, sir. 

Mr. Dyxes. Mr. Andersen, would you like to have a comparison 
of 2 or 3 years, to see the trend? 

Mr. ANDERSEN. I think it would be well. 

Mr. Dykes. We have the information beginning with 1942. You 
probably would not want to go back that far? 

Mr. ANDERSEN. That would be satisfactory. 

(The information requested is as follows:) 
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Comparison of obligations and average annual positions (man-years) by level of 
organization, all funds 







| 
Item Fiscal year Fiscal year Fiscal year 
1942 actual 1949 actual 1953estimated 


Obligations: ; 
I iin in csidndicdclminninaimenaacaaaell 


$1, 766, 824 $1, 257, 236 $1, 459, 903 


Tt ndiminimtaninnonacdeugdiihneaantennuntimslial 5 5. 49 2.31 1.88 
sah he ce ccidducesadiéuciatcows ------------| $4,439,892 | $4, 434, 283 $4, 974, 533 
I iccnennds nineties ademumeiiiindibamaune ein 13. 80 8.15 6. 42 
State offices__.....- Ereditbcoos ceaenatadaioel Boe $1, 636, 268 $2, 051, 046 2, 531, 383 
Percentage Silheatnbnbee seca . oe 5. 09 3.77 3. 27 





I Os 5h od ihn ct shiwcewntccncundluasaeen $7,842,984 | $7, 742, 565 ) $8, 965, 819 
I at ets hina nine ne tndiinintenananndeelieie . 24. 38 14. 23 11. 57 
Field activities ceethens eae i ies iin ail .--| $24,331, 998 $46, 652, 733 $68, 556, 979 
Percentage Cathaunddidthintncthaededchobaceiehesian 75. 62 85. 77 88. 43 





Total net obligations.................- odicbs witb $32,174,982 | $54,395, 298 $77, 522, 708 





Man-years 
Washington office...........--- dn amcetntydhilitiin cdammmiiaiaicad 611.4 219. 6 201.0 
PUL bon tineasdnetosnetatekdueehuane < oni’ 4.76 1.81 1. 47 
Regional offices_..........-- Stideniad send 1, 548.9 860. 9 868. 6 
Percentage.....-... eect Genieepanmndachateite, Siiailatindatindl ot 12. 07 7.11 | 6. 35 
State offices_.._... : nae i ; 594.5 418.4 423.9 
Percentage aibidnade wie tthabindrdee 4. 63 3. 45 3.11 





, 498.9 1, 493. 5 


to 


754.8 


OR si hdd nidcseicdense 

Percentage. - ‘ 21. 46 12. 37 10. 93 

Field activities ouiead 10, 081. 2 10, 617.1 12, 176.0 
Percentage Gretel ‘ iviekdebens 


78. 54 87. 63 89. 07 






Total average annual positions. .- nice dbamuieticks 12, 836.0 12, 116.0 | 13, 669. 5 


SCS ASSISTANCE TO RECLAMATION PROJECTS 











Now, Doctor, what arrangements have you worked out with the 
Bureau of Reclamation for assistance to new settlers on reclamation 
projects? 

Mr. Dyxes. Mr. Andersen, do you recall the action of this com- 
mittee last year? We had requested an appropriation for the purpose 
of increasing the help in a specified number of soil-conservation 
districts in new reclamation projects. Also, some funds were requested 
for irrigation research. This committee’s action in that respect was 
to recommend that the item be carried in the Bureau of Reclamation 
appropriation. 

Mr. AnpERSEN. Yes; that is my recollection. 

Mr. Dykes. It is in the Bureau of Reclamation budget at this time. 
Dean George Clyde, who is the head of our Irrigation Research 
Division, with headquarters at Logan, Utah, appeared before the 
Interior Subcommittee on Appropriations, Mr. Jensen’s committee, 
and testified on that item. 

Mr. AnpERSEN. It is virtually a responsibility of the Department 
of Interior, then, as it stands today? 

Mr. Dykes. As it stands at the present time it is carried, in accord- 
ance with the wishes of your subcommittee, in the Interior budget. 

Mr. ANDERSEN. Suppose the Interior Department Subcommittee 
disallows this particular item in the budget. How would that affect 
you? 

Mr. Dyxes. We would continue, Mr. Andersen, at the normal 
level of assistance to districts, to provide assistance to districts in 
these new reclamation projects. 
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At the rate at which we would normally assign technicians to 
soil-conservation district, in an old irrigated area, we would have the 
assistance, on the average, of about one-fourth the time of an engineer, 
an engineering aide, and we would have some w. a. e. assistants 
Over a period of 20 or 30 years we would help the farmers reorganize 
their irrigation systems along with the normal district conservation 
program. 

Now, the problem in the Columbia Basin, for example is quite 
different, involving the irrigation layout for 60,000 new acres, and 
the farmers all need help at once in getting their irrigation systems 
established and operating. It throws an unusual burden on us, as we 
testified last year. That was the thought in carrying this item in 
the Bureau of Reclamation budget for this year; the Bureau would 
allot to us the necessary funds to pick up the extra load we would have 
due to the bringing in of considerable acreages of new irrigated land 
all at once. 

What will happen, of course, is that if the item is eliminated in 
the Interior bill we will only be able to give normal assistance. We 
could not transfer out of the other districts in Mr. Horan’s State 
the personnel needed to carry out the program in these three districts 
that have the new irrigated land in Washington. Actually, it would 
take about 10 percent of all the personnel we have in the State of 
Washington to meet the problem in the new reclamation projects, 
and it would take about all of the engineering help from all of the 
districts in the State of Washington. That is why we think it is 
important that this item be carried forward in the Interior Department 
appropriation bill. 

Mr. AnpERsEN. Do you have any comment, Mr. Wheeler? 

Mr. Wueeter. I believe you will recall that this same situation 
involves not only the Soil Conservation Service but the Bureau of 
Plant Industry, Soils and Agricultural Engineering, and BAE. 


TREND IN PERSONNEL GRADING 


Mr. ANprERSEN. Dr. Salter, in reviewing your green sheets I oo 
considerable upgrading for 1953. In Washington you provide for 
less position, but your annual salaries have increased over $50, 000. 
Now, in the field you show 6 less positions, yet your salaries have 
increased $641,908. 

Your grades have increased as follows: In Washington, referring 
to grades 14 and 15 alone, you have 15 additional such grades. On the 
other hand, there is a decrease of 16 positions in grades 9 up through 13. 

As for the field service, we find that from grades 9 up through 
14 you have 595 more positions than you had in 1952, while on the 
other hand you have approximately 683 less in grades 2 up through 7. 
Would you like to discuss that entire situation? 

Dr. Sauter. I believe I discussed with the committee last year my 
observation that the Soil Conservation Service, as I appraised it, was 
considerably substandard so far as grades were concerned for com- 
parable levels of work. 

I particularly appreciated that, coming into the Service from 
another agency. 

The Service, after all, is a technical agency and we should be able 
to hire and keep the best-qualified technical men available for the 
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particular line of work that we are doing. We, of course, have to 
compete in filling technical positions with other technical agencies, 
and we need to have a grade level which is comparable. 

During the past year, as I have already mentioned in the hearings 
today, we obtained from the Civil Service Commission approval of 
erade flexibility at our two lower levels of organization: (1) work- 
unit conservationists, which had been all 7’s and where we now have 
7’s and 9’s, and (2) area conservationists, which had been all 9’s, 
and where we now have 9’s and 11’s. That gives needed flexibility 
there. Our 1953 fiscal year budget provided for promoting 175 area 
conservationists from GS-9 to 11, mov ing 195 district conservationists 
to GS-9 work-unit conservationist positions, and promoting about 
550 work-unit conservationists, out of the 2,700 total from 7 to 9. 

In the higher levels of our organization we have regrouped our 
personnel to give us, what we think is, a much improved organiza- 
tional setup. We have been considering, during this year, with the 
Department and the Civil Service Commission, the proper classi- 
fication of our jobs and it has resulted in some higher grades at all our 
levels of supervision—Washington, regional and State. Even so, 
Mr. Chairman, the proportion of ieee in grade 13 and above in the 
Soil Conservation Service in the 1954 budget amounts to only 1.88 
percent of the total jobs. We Lars assembled the data on 5 other 
agencies of the Government which have work somewhat comparable 
to ours, and they run like this: One is 2.47 percent; here is one at 1.6; 
here is one at 11.6; another at 4.2; and another at 3.8. We feel we 
are not topheavy, by any means. 

On these top supervisory jobs and the top administrative jobs, we 
are in competition with the Bureau of Reclamation and the other 
technical agencies. Unless we are able to approximate what men get 
in those agencies we cannot hold our people. 

Mr. ANpERSEN. I can see where that is true, especially in the 
engineering line. You must be able to offer a man an incentive. 
Otherwise, you cannot get good engineers. 

Dr. Sauter. It is not only true of engineers. We have a great deal 
of competition now with the land-grant colleges. Their rates of pay 
have gone up where we cannot hold some of our top people against 
offers from the land-grant colleges. 

Mr. Larrp. I would have liked to have heard that when we had the 
university budget before us. 

Dr. Satrer. That was not true a few years ago, but it is true now. 
We have tried to fill some top-level positions by hiring comparable 
men from the State colleges. We cannot get them. 


INFORMATION SECTION 


Mr. ANDERSEN. Will you please discuss the work of your Informa- 
tion Section, Doctor? I understand you have 22 positions in 
Washington. 

Dr. Satter. The purpose of the information phase of the Soil 
Conservation Service program is to acquaint the public, including 
farmers and ranchers, with facts on soil and water conservation, to 
answer requests for program information from individuals and groups, 
and to provide materials and otherwise assist field technicians and 
administrators in their day-to-day work with farmers and landowners. 
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Authorization to disseminate information was provided in Public 
Law 46, 74th Congress, which established the Soil Conservation 
Service. 

NUMBER AND KINDS OF PERSONNEL 


In the fiscal year 1953 (as of April 1953), the Soil Conservation 
Service had 23 budgeted positions in its Washington Information 
Division of which 8 were clerks, stenographers, and similar employees, 
and 15 (GS-6 and above) were doing professional- -type work. Adding 
the 9 bollaaten positions on the soil-s survey editorial staff at Beltsyv ille, 
Md. (3 professional, 6 clerical), which functions as a part of the 
National Cooperative Soil Survey and works only on publication of 
soil-survey reports, makes a total information staff of 32 in the metro- 
politan area. 

Information personnel in the 7 regional offices totaled 49 budgeted 
positions, of which 20 were clerks or stenographers and 29 professional] 
grades. The latter figure averages 4.1 ‘professional employees per 
region (of 4 to 13 States each). No information personnel are em- 
ployed below the regional level. The total number of information 
employees in the Service has been steadily decreasing for several years. 

Man-years on different kinds of work: In 1952, out of 47 profes- 
sional grade employees in Washington and 7 regions, the Service 
devoted 6.2 man-years to press and radio activities (newspaper, 
magazine, syndicates, and wire services, radio stations, and networks). 
Most of this involved answering inquiries and giving information 
which was requested. The Service does not put out mimeographed 
or ‘‘canned’”’ handouts. The Service provides information to radio 
stations on request, especially for farm program broadcasts. Mate- 
rials given out include bulletins, speeches, and various materials which 
also are used for other purposes. Over 95 percent of press and radio 
work is handled by regional offices which are near the papers and 
stations and in a position to handle such requests efficiently and 
economically. The bulk of the information involves seasonal prob- 
lems, practices, reports of successful farmers as examples to others, 
and progress réports of various kinds. 

A total of slightly more than 3 man-years was put on popular 
publications. These are bulletins and leaflets on soil and water 
conservation problems, methods, and practices of interest to farmers, 
landowners, or others. Most of them are used by the more than 
3,000 SCS field offices in working with local people as well as by the 
Washington office in response to requests. Six man-years were spe pA 
on technical publications, soil survey reports, re ports of research and 
similar materials needed by Service technicians who work with farmers, 
by extension workers, and by technicians in other State or Feder: i 
agencies who work with land or water problems. Many Service 
publications, such as farmers’ bulletins, soil survey reports, and 
leaflets, are on the congressional distribution list. (Virtually the 
entire Service publications program is handled in Washington because 
it ean be done most efficiently here.) 

Visual information (movies, slides, photographs, charts, posters, 
exhibits, small displays) used mostly by field offices in working with 
local people, took a total of 7.5 man-years. 

Providing information on soil and water conservation to public 
schools, colleges, State superintendents of public instruction and 
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other educators took 6.2 man-years. This work includes preparing 
materials for use by teachers who incorporate land and water informa- 
tion in their regular school courses, helping State superintendents, 
colleges and educational associations adapt the materials to their 
needs, and providing special information requested by these groups 
for their own use. 

About 7 man-years is devoted to answering requests for factual 
information from civic and professional organizations, State and 
Federal extension services, other Government agencies, women’s 
clubs, the clergy and religious groups, bankers and ‘bankers’ associa- 
tions, farm organizations, sportsman and conservation groups, 
forestry organizations, commercial companies, industry groups in- 
terested in agriculture, youth groups including 4-H Clubs and voca- 
tional agric ulture students, textbook publishers, authors, and others. 
This activity frequently involves working with the organization to 
adapt the information to its use. Through such efforts, the Service 
multiplies its own information manpower many times over. 

The other 12 man-years of professional information time throughout 
the Service was devoted to miscellaneous activities such as helping 
administrators and technicians answer letters and requests requiring 
searching out and compiling of material prior to writing replies; 
compiling information and facts for speeches and writing speeches, 
or both; preparing special reports and statements for use by tee h- 
nicians and administrators; editing or helping prepare training 
materials for in-Service use with technicians; editing and clarifying 
administrative memoranda, directives, and similar materials; con- 
sulting with technicians in the field concerning more effective work 
with farmers, ranchers, and landowners (such as preparation or use 
of visual aids, local conservation guides, how-to-do-it materials, 
and so forth); and other miscellaneous jobs necessary to advance the 
soil and water conservation program. 


ADMINISTRATIVE SERVICES DIVISION 


Mr. ANnpeRSEN. Describe the duties of the 29 people in your 
Administrative Services Division. Also, justify the need for 36 in 
Budget and Finance and 24 in Personnel. 

Dr. Saurer. The Administrative Services Division of the Wash- 
ington office is comprised of 29 employees and is divided into 4 sec- 
tions, each covering a general field of service, namely, Procurement; 
Real Estate and Space; Equipment and Property; Records and Com- 
munications. There follows a brief description of duties and the 
number of personnel in each section. Four employees are engaged in 
general administration of the Division. 

1. Employees engaged in procurement work (seven positions): 
These employees coordinate the purchasing, contracting, and supply 
activities of the Service which includes: 

(a2) Keeping field purchasing offices informed as to procedures, 
Federal laws and standards relating to supply and contract activities ; 

(b) Providing assistance to field offices in organizing and planning 
procurement and supply programs to meet re quirements of the 
Service’s field operations; 

(c) Executing contracts for service and supplies which exceed field 
purchase and contract authority and limitations (construction over 








1444 


$50,000, purchase over $10,000; and special scientific and heavy field 
equipment) ; 

(d) Representing the Service on purchase and contract actions con- 
summated by GSA or requiring the attention of the Department or 
of a r Government agencies; 

) Providing purchase and supply services for the Washington 
office. 

2. Employees engaged in real estate and space work (4 positions): 

These employees direct and coordinate the real estate and space 
activities of the Service as follows: 

(a) Furnish technical direction and assistance to field offices for 
making appraisals, preparing appraisal reports for land and mineral 
acquisition, d'sposition and exchanges; 

(b) Provide field offices with current instructions as to procedures, 
standards, Federal laws and regulations, applicable to leases, space 
requirements, agreements, easements, permits, memoranda of under- 
standing, etc., needed in carrying out the Service program activities; 

(c) Review abstracts, traces title chains, determine the right and 
interest of both the Government and private parties in special land 
cases; 

(d) Coordinate the work of the Service involving legal decisions with 
the Solicitor’s office and other Government agencies; 

(e) Prepare deeds conveying fee simple title of Government-owned 
lands and interest for clearance through Solicitor’s Office. 

Employees engaged in equipment and property work (three em- 
ployees): These employees direct and assist in formulation of pro- 
cedures and standards for the service property and equipment program 
as follows: 

(a) Provide procedures and standards for property accountability 
control, utilization and management responsibility ; 

(6) Furnish technical advice and assistance in connection with pre- 
paring specifications, equipment-management problems, distribution 
schedules and quotas; 

(c) Furnish technical advice and assistance on automotive fleet in 
preparing standards for replacement schedules, collect and analyze 
operating cost data, prepare data for the budget operation, mainte- 
nance, and repair program; 

(d) Provide spec ‘ial assistance on operation of service-repair shops; 

(e) Collect cata for administrative use in determining types and 
quantities of equipment needed for field programs; 

(f) Provide field persennel with current information as to Federal 
laws and regulations pertinent to accidents and claims involving prop- 
erty damage, both Government and private, also, non-Government 
personnel injurics. Direct the processing of all personal liability and 
property-damage claims through proper channels for settlement; 

(g) Maintain control and accountability records for property used 
by the Washington office. 

Employees engaged in records and communications work (11 
positions): These employ ees are engaged in providing instructions and 
assistance to service personnel on management, maintenance, crea- 
tion, and disposit'on of records, as follows: 

(a) Direct surveys on records created at different levels of program 
operations, analyze data collected and recommend filing procedure, 
schedule disposition of nonvaluable documents; 
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(b) Make surveys and reviews with operating divisions and prepare 
procedures for collecting, using, and protecting valuable technical re- 
search and scientific records; 

(ec) Assist field offices to develop uniform and simple records pro- 
grams that permit full and ready use of record material; 
~ (d) Provide Washington office with central files, communications 
and messenger services, 

(e) Advise and consult with operations personnel on records pro- 
cedures for new programs. 

Emphasis has been placed on decentralizing responsibility and 
authority for administrative services- functions to the field offices, 
with a reliable and usable system of field review and survey of per- 
formance efficiency, workloads, and accomplishments. ‘There are at 
present 162 employees below the national-office level performing 
administrative-services. functions. 

The Budget and Finance Division of the Washington office has 
36 budgeted positions in the fiscal year 1954, 3 of which are engaged in 
general administration of the Division. The Division consists of 
three sections, namely, Budget, Accounts, and Audit, with responsi- 
bilities as follows: 

1. Employees engaged in budget work (11 positions): These em- 
ployees are responsible for the following: 

(a) Developing and preparing budget estimates, justifications, and 
related material based on program plans and policies determined 
by the Chief. 

(b) Liaison with program aad staff officials and officials of the 
Department on matters affecting budget formulation, presentation, 
and execution. 

(c) Preparing various periodic or special budgetary and financial 
statements oe reports for use by Service officials, the Department, 
and the Bureau of the Budget. 

(d) Developing detailed budgetary and fund management proce- 
dures, forms, and reports, and preparation of handbook instructions 
for field offices. 

(e) Consolidating and analyzing budgetary and other financial 
reports from field offices and developing estimate and expenditure data 
for internal-management purposes. 

(f) Correlating accounting reports and expenditure or obligation 
data with budgetary estimates to determine obligation trends and 
compliance with various limitations. 

(g) Developing facts and data on which to base requests for appor- 
tionments of funds or such revisions thereof as are deemed necessary. 

(h) Assembling data to assist the Chief in the allocation of funds 
and making the actual allocations of funds, apportionments, and 
applicable limitations to field offices. 

(i) Maintaining necessary fund, apportionment, and limitation- 
control records reflecting the status of available funds, apportion- 
ments, and limitations at all times. 

(j) Preparing and maintaining the operating budget for all funds 
available for the Washington office and miscellaneous field activities 
administered by the Washington office. 

(k) Developing and maintaining the quarterly estimates of recurring 
obligations for Washington maintained accounts, and developing data 
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on which personal-service costs may be distributed to the appropria- 
tions which finance the activities. 

(!) Inspecting budgetary and fund management activities in field 
offices and assisting these offices in the establishment of approved 
fund management and control procedures. 

(m) C onducting field investigations to determine opportunities for 
improvement in the financial management and organization of service 
budgetary activities. 

2. Employees engaged in accounting work (12 positions): These 
employees are responsible for the follow! ing: 

(a) Developing detailed accounting procedures and handbook in- 
structions for field offices to properly ‘control and record the financ ‘ial 
transactions of the Service. 

(6) Maintaining complete accounting records of the Washington 
-— e and Washington maintained field ‘financial transactions. 

) Preparing recurring and special financial reports relating to the 
eee maintained accounts and consolidating all such financial 
reports of the Service. 

(d) Reconciling the various general ledger account balances with the 
related account current, interoffice acc ounts, subsidiary records, and 
reports of Treasury coverings of miscellaneous receipts. 

(e) Inspecting accounting records in field offices and assisting these 
offices in the establishment of approved accounting procedures. 

(f) Liaison with officials of the Department and the Treasury on 
matters affecting financial reporting and cash transactions of the 
Service 

3. E mploy ee3 engaged in audit work (10 positions) : These employees 
are responsible c the following: 

(a) Developing detailed audit procedures and handbook instruc- 
tions for field offices on all voucher and claim audit activities of the 
Service. 

(6) Analyzing and recommending settlement of claims both for and 
against the Government other than personal-liability and property- 
damage claims. 

(c) Performing detailed audit of all vouchers and claims involving 
activities for which accounts are maintained in the Washington office. 

(d) Preparing travel authorizations for all Washington “office per- 
sonnel and personnel in field offices for which accounts are maintained 
in the Washington office. (Accounts are maintained in the Washing- 
ton office for 32 research projects and for 41 locations throughout 
the country where Soil Survey personnel recently transferred from the 
Bureau of Plant Industry are located.) 

(ec) Auditing payrolls, issuing tax statements, maintaining retire- 
ment-record cards, auditing bond issuance schedules, auditing and 
maintaining leave records, and reconciling retirement, withholding 
tax, and savings-bond accounts for Washington office personnel and 
other personnel for which accounts are maintained in the Washington 
office. 

(f) Preparing consolidated annual retirement report and preparing 
annual report of attendance at meetings, and quarterly reports on 
savings-bonds participation. 

(g) Inspecting audit records and activities in field offices and 
assisting those offices in the establishment of audit procedures and in 
the solution of audit problems. 
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(h) Liaison with officials of the Department, the General Accounting 
Office, and the Treasury on matters affecting the audit transactions 
of the Service. 

There are 167 positions in seven Regional Budget and Finance 
Divisions which perform similar or related duties pertaining to the 
activities of the respective regions. 

The Personnel Management Division in Washington includes five 
sections (Employment, Classification and Organization, Safety, Train- 
ing, and Investigations). Of the 24 personnel positions budgeted in 
the Washington office, 4 are in the office of the Chief of the Division, 
charged with the following responsibilities: 

Planning and directing the personnel program for the Service, 
within the legal framework of laws, Executive orders, policies, and 
procedures, 

Working with other line and staff officers of the Service to fit 
personnel activities into the operating needs of the Service. 

3. Liaison with the Civil Service Commission, Department Office 
of Personnel, and other outside agencies on personnel matters. 

4, Examination of field personnel offices to assure adherence to 
policies, standards, and procedures. 

5. Directing studies of operating procedures in Washington and 
an | and rec ommending ¢ hanges to increase overall operating e fficienc y. 

Advising Service “officials on incentive awards program and per- 
mul aspects of management improvement and furnishing executive 
secretary for the Service Management and Awards Committee. 

7. Employee-relations activity, including appeals, special problems, 
ec. 

The duties and responsibilities of the respective sections are as 
follows: 

1. Employees engaged in classification work (4 positions): These 
employees are responsible for the following: 

(a) Developing and recommending within legal framework of 
Classification Act, classification and organization standards and 
procedures for the Service. 

(6) Furnishing guidance and assistance to regional offices on clas- 
sification and organization matters; inspects field classification pro- 
grams and recommends improvements. 

(c) Reviewing and studying laws, new and revised rules and regula- 
tions, decisions, etc., and preparing supplemental instructions for 
field when necessary. 

(d) Classifying positions under delegated authority for Washington 
and Washington jurisdiction. 

(e) Studying application of existing Civil Service Commission 
standards to Service positions; gathering material for revising perti- 
nent standards and works with Department and Commission in 
rewriting. 

(f) Directing job-review program, both in Washington and field; 
recommending corrective action where necessary. 

(g) Developing functional statements and preparing organizational 
and functional charts. 

(hk) Advising with supervisory personnel on the development of 
written standards of performance. 

(i) Directing educational and training programs in classification 
responsibilities. 
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(j) Conducting organization studies in Washington and field and 
makes recommendations for improvement. 

(k) Advising field on wage-board procedure and keeping informed 
on lithographic wage-board activities in Washington. 

(1) Representing the Service with the Department office of per- 
sonnel, Civil Service Commission, and other agencies on classification 
and organization matters. 

Employees engaged in employment work (12 positions, 1 of which 
is furnished to the Department office of personnel to provide clerical] 
help to the committee of expert examiners in the examination and 
certification of applicants for positions in the Department of Agri- 
culture): These employees are responsible for the following: 

(a) Providing employment officer for Washington office and out- 
lying field offices under direct jurisdiction of Washington office. 

(6) Providing technical guidance to our field personnel staffs on 
employment matters; inspecting such field activities and recommends 
improvement. 

(c) Recruiting program, examination, validation studies, and selec- 
tion. 

(d) Interviewing applicants, appraising qualifications, and deter- 
mining placement possibilities. 

(e) Deve ‘loping detailed qualific ation standards for specialized jobs; 
preparing promotion and placement lists. 

Locating qualified employees for special assignments outside 
the Service, to international agencies, and so forth. 

(g) Preparing reduction-in-force lists; conducting exit interviews; 
reviewing reduction-in-force activity in the field. 

(h) Reviewing and studying laws, new and revised rules and regu- 
lations, decisions, and so forth, on personnel matters and preparing 
supplemental instructions for field when necessary. 

(1) Interprets regulations and Service policy and counseling on all 
types of leave and retirement benefits for answer to field and Washing- 
ton inquiries. 

(j) Preparing and maintaining regular and special personnel records 
and reports. 

(k) Representing the Service with the Department office of per- 
sonnel, the Civil Service Commission, and other agencies on employ- 
ao matters. 

Employees engaged in investigation work (1 position): This em- 
slated is responsible for the following: 

(a) Investigating employee misconduct, irregularities, etc., analyz- 
ing evidence, and recommending action. 

(6b) Developing principles and procedures for prevention of irregu- 
larities. 

(c) Providing technical guidance to regional personnel officers on 
investigations matters. 

(d) Examining field investigations programs and recommending 
— ments to increase operating efficiency. 

) Reviewing reports of investigations made in the field and recom- 
me wala action to be taken. 

(f) Securing preliminary information on character-loyalty investi- 
gations. 

4. Employees engaged in training work (1 position): This employee 
is responsible for the following: 
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(a) Initiating, developing and recommending servicewide training 
policy. 

(b) Developing methods and procedures for putting policies and 
programs into effect. 

(c) Providing technical guidance to regional training officers on 
training matters. 

(2) Examining field training programs and recommending improve- 
ments to increase operating efficiency. 

(e) Developing training courses to meet special needs. 

(f) Furnishing guidance for developing educational courses to train 
potential employees. 

(g) Arranging for training of foreign nationals in soil and water con- 
servation and related fields. 

(hk) Representing the Bureau with the Department Office of Per- 
sonnel, Civil Service Commission, and other agencies on training 
matters. 

5. Employees engaged in safety work (2 positions): These employ- 
ees are responsible for the following: 

(a) Initiating, developing, and recommending servicewide safety 
policy. 

(b) Developing and recommending methods and procedures for 
putting Bureau safety policy and programs into effect. 

(ec) Providing technical guidance to regional personnel officers on 
developing safety standards and procedures and preparing hand- 
books, memoranda, and other instructional material for use of field 
personnel. 

(d) Inspecting field offices and operations for conformance to safety 
policy, standards, and procedures. Analyzing effectiveness of safety 
program, and making recommendations as needed. 

(e) Analyzing regional safety plans and making recommendations 
for coordinating and improving plans within the Service. 

(f) Representing the Service with the Department Office of Per- 
sonnel, Bureau of Employee’s Compensation and other agencies on 
safety matters. 

There is a total of 101 employees engaged in personnel work in the 
7 regional offices. The duties in these offices are essentially the same 
as those enumerated above, except where authorities are limited to 
Washington office. 


USE OF FILMS AND MOTION PICTURES 


Mr. ANDERSEN. Doctor, we want inserted in the record a discussion 
as to the extent to which you utilize films and motion pictures in the 
Soil Conservation Service. 

Dr. Satter. We would be glad to do that, sir. 

(The information requested follows :) 


USE OF MOVIES AND PICTURES IN SOIL CONSERVATION SERVICE WORK 


Soil Conservation Service uses movies and photographs in its work with farmers 
and landowners, in talks its personnel is requested to give before various groups, 
in local displays, and in many other ways. They are ‘‘tools” used in day-to-day 
work of explaining soil and water conservation and land-use conditions, problems, 
solutions, and methods to farmers and others. The Service provides photographs, 
for example, not only to its own technicians but to other Government agencies, 
colleges, and cooperating agencies, newspapers, magazines, and textbook publishers. 
In the calendar year 1952, the Washington office handled requests for a total of 
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16,550 prints and enlargements. Of that number, 3,141 were used to fill requests 
from magazines, newspapers, schools and colleges, textbook publishers, and non- 
governmental users. The other 13,419 were used by Soil Conservation Service 
field offices and other Government agencies such as Extension Service, Forest 
Service, Production and Marketing Administration, Agricultural Research Ad- 
ministration, Department of the Interior, etc. 

When not needed for use of its own technicians, movies are loaned to schools, 
organizations, and individuals for their own educational uses. Estimates based 
on actual but incomplete records indicate that Soil Conservation Service movies 
are shown about 22,000 times a year to a total audience of about 1,100,000 people, 


ECONOMISTS 


Mr. AnpreRSEN. You have four economists in your organization. 
We want these four positions fully described in the record, relative to 
their duties and grades. 

Dr. Sauter. All right, we shall do so. 

(The information is as follows:) 


Economist Postt1ions UNDER APPROPRIATION ITEM “SALARIES AND EXPENSES, 
Sort CONSERVATION SERVICER” 


One GS-18 agricultural economist (Berkeley, Calif.) 


Studies the operation of irrigation, drainage, and other farmer group enterprises 
under varying situations, regulations, and laws, to determine the effectiveness of 
such enterprises in meeting the objectives for which they were established. 

Conducts research relative to the legislative basis, organization, financing, 
financial reorganization, management, and operation of irrigation enterprises of 
various types (districts, mutual companies, commercial companies) and determines 
their value in the utilization of water resources by groups of farmers. 

Reviews and analyzes State and national legislation, decisions of State and 
Federal courts, and administrative regulations relating to the acquisition, exercise, 
administration, and adjudication of rights to the use of water and compiles sum- 
maries of legislations and briefs of court decisions, analyzes principles and pro- 
cedures and their application to conservation and utilization of water. The 
results of these studies and research are being compiled in book form which will 
bring together a half century of experience in this field. This book will be pub- 
lished by the Department and will be the major source of data relating to western 
water law. 

This research program has over the years stabilized and aided irrigation and 
drainage development and helped to establish a firm basis of law and procedure 
which has greatly advanced irrigation and drainage development. 


One GS-12 agricultural economist (Urbana, III.) 


Studies the economics of soil and water conservation and erosion control in 
order to determine the monetary value of the conservation program and thus pro- 
vide assistance to farmers and Service technicians in organizing the farms to (1) 
control erosion, (2) conserve and improve the soil resources, and (3) get the 
maximum income possible from the farm. 


One GS-11 agricultural economist (LaCrosse, Wis.) 


Studies the economics of soil and water conservation and erosion control in 
order to develop a basis for the improvement of soil conservation farm planning 
and show the effect of this program on (1) farm organization, including such fac- 
tors as the use of land, the combination of crop and livestock enterprises, and 
use of labor and equipment, (2) farm practices as indicated by changes in methods 
of producing crops, livestock, and livestock products, and (3) farm income as 
measured in terms of quantities and value of products sold and supplies and 
services received from the farm. 


One GS-11 agricultural economist (Portland, Oreg.): orie GS—9 economist (Spartan- 
burg, S. C.) 


These two economists are members of the staffs of regional water conservation 
planning divisions. The Service is providing technical assistance to soil-conserva- 
tion districts in these regions in planning small watersheds and group-enterprise 
projects. The local people in the districts have stated a willingness to bear a 
major share of the costs of installing the group measures needed for flood preven- 
tion, drainage, and irrigation, if the projects were determined economically feas- 
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sible. In order to be able to provide information in its small watershed planning 
work, on economic feasibility—the relation of costs to benefits of works of im- 
provement—the Service has employed necessary technically trained economists 
in these two regions. 


USE OF BUSINESS MACHINES 
Mr. ANnperRsEN. Also, place in the record a list of your IBM 
machines and indicate what percentage of the time they are in 


operation. 
(The information requested is as follows:) 


Use or IBM Equipment 


The following IBM equipment is used by the Beltsville cartographic laboratory 
of the Soil Conservation Service: 


Annual cost 
1 mechanical punch ‘ : ec sabia aniheh $60 
i ? en care e z 300 
1 accounting machine - orn oate eee 2, 100 
1 reproducing punch in», (Oe 


Total 


Effective in March 1941, the Bureau of the Budget issued regulations pertaining 
to ‘‘map-production performance and cost accounting for photogrammetry and 
plane table surveys,” with the purpose of standardizing cost determinations and 
setting map accuracy standards. In order to compile data and make the cost 
determinations of cartographic maps produced by the Service, 5 employees were 
required to do the cost accounting work—1 GS-7; 2 GS-5; 1 GS-4 and 1 GS-3. 
It required an average of 30 days for these 5 employees to make the cost calcula- 
tions for the maps produced during the previous month. 

In 1947 the Service rented the present IBM equipment because the cost account- 
ing work could be done much more economically with the use of such equipment. 
Map production has increased substantially over the average yearly output from 
1941-47. However, with the use of IBM equipment the cost accounting for 
work produced during a particular month may be completed by one GS-4 em- 
ployee in 8 to 10 days following the end of the month. 

The cost calculations are used, along with those of other agencies in the Depart- 
ment, to support revisions in the standard price list for various types of repro- 
ductions issued by the Secretary. 

The present equipment is actually in operation about one-third of the time. 


LEGAL AUTHORITY 


Mr. ANnprERSEN. Will you place in the record your basic legal 
authority; quote the statutes, and indicate whether or not the func- 
tions of your agency are permissive or mandatory. 

Dr. Satter. All right, sir. 

(The information requested is as follows:) 


SraTuToRY AUTHORITIES FOR THE Sort CONSERVATION SERVICE 


SALARIES AND EXPENSES 


The act of April 27, 1935 (16 U. S. C. 590a-590f): Authorizing in nature. Does 
not contain statutory commitments which, to fulfill, would make a specific appro- 
priation mandatory. 

Title III of the act of July 22, 1937 (7 U. 8. C. 1010-1012): Authorizing in 
nature. There are not any statutory commitments which, to fulfill, would make 
a specific appropriation by Congress mandatory. 

The act of August. 11, 1945 (7 U. S. C. 1011, note): Authorizing in nature. It 
authorizes the Secretary to adjust claims to any portions of the so-called Sebastian- 
Martin grant lands or boundary disputes. These lands, situated in the State of 
New Mexico, are administered under title III of the Bankhead-Jones Farm 
Tenant Act (7 U. 8. C. 1010-1012), referred to above. 
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5 U.S. C. 511-512, the establishing and organic legislation of the United States 
Department of Agriculture, is authorizing. It does not contain statutory com- 
mitments that would make a specific appropriation for activities of the Soijj 
Conservation Service mandatory. 

5 U. 8. C. 524: Authorizing—provides that Division of Soil Survey legislatioy 
existing June 3, 1902, remain in effect regardless of reorganizations or transfers 
of the activities. The early statutes were enabling in nature. 

5 U. 8. C. 565a: United States Department of Agriculture general authority 
for construction of buildings provided funds therefor are carried in the applicable 
appropriation act. 

7 U.S. C. 1387: Authority to dispose of maps, etc., and credit appropriatio: 
bearing the cost. No mandatory commitments. 

16 U.S. C. 590g—1: Authority to sell and distribute supplies to other agencies 
and projects. No mandatory commitments. 

Public Law 328 82d Congress, approved May 7, 1952: Authorizes exchanges of 
title III lands with the Secretary of Interior to provide for boundary adjustments 
of the Badlands National Monument, 8. Bak., permissive, no mandatory 
commitments. 





WATER CONSERVATION AND UTILIZATION PROJECTS 


Acts of May 10, 193§ (53 Stat. 685, 719), October 14, 1940 (16 U. S. C. 590Y- 
z-10) as amended and supplemented, June 28, 1949 (Public Law 132, 81st Cong.), 
and September 6, 1950 (7 U. S. C. 1033-1039): Authorizing—carries no statutory 
commitments which, to fulfill, would make specific appropriations mandatory, 





PAYMENTS DUE COUNTIES, SUBMARGINAL LAND PROGRAM, 
FARM TENANT ACT 


Title III of the act of July 22, 1937 (7 U.S. C. 1010-1012) contains a mandatory 
provision that 25 percent of the net revenues received from the use of the lands 
held under title III be annually paid to the counties in which located. It is paid 


to the counties on condition it be used for school and/or road purposes. This is a 
permanent appropriation. 


FEW CONSERVATION DISTRICTS IN CALIFORNIA 


Mr. Hunter. Why is it that there are so few conservation districts 
in California, particularly in the San Joaquin Valley, which is an 
intensively cultivated area? 

Mr. Dykes. Mr. Hunter, I really cannot tell you why there are 
not more districts in California. The normal pattern has been to 
organize the soil-conservation districts in California around the 
irrigation enterprises. Many of the dry-farmed areas and the ranch- 
ing areas of California have not become districts as fast as the irrigated 
areas. 

Actually, California stands well up on the list in the number of 
districts. It is low in total area covered by its districts. There are 
79 fully organized districts in California at the present time, but the 
area a district covers has been following pretty much the same pattern 
of an individual irrigation enterprise instead of a full county. 

In Mr. Laird’s State, for example, I think every district in it is a 
full county in size. I believe that is correct. 

This is a matter for determination by the local people, of course, 
under the State law, since the districts are organized under the super- 
vision of the State soil-conservation commission, established by State 
law. The local people have restricted the size of the districts in 
California. 
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In San Diego County, at the last count I had, I believe there were 
11 soil-conservation districts in that 1 county, each one of them 
organized around an existing irrigation enterprise. 

The people on the State commission in California, however, have 
at the present time a very vigorous program for the organization of 
some additional districts. They did not have up to June 30 of last 
year, in line with what we said this morning—that is, the State com- 
mission including a representative on the State Association of Soil- 
Conservation Districts, did not press for additional districts in Califor- 
nia because they knew it would simply mean taking people out of 
their existing districts and moving them into new districts. For 2 
full years, prior to last July 1, there were no new funds to assist new 
districts. Since July 1, they have picked up materially in the program 
for organizing districts in the State of California. 

The chairman of the State commission, Mr. Dave Stralhearn, was 
on the interim committee of the State legislature and is area vice 
president of the National Association of Soil Conservation Districts. 

The commission has State funds and its own staff. They are 
prosecuting a vigorous program for the organization of districts at 
the present time and a wire from the secretary of the commission 
dated February 9, 1953, estimated 12 new districts between January 
1 and June 30, 1953, and 12 more in the 1954 fiscal year. 


PLANNING FOR NEW CONSERVATION DISTRICTS 


It is interesting to note that in the most of the other States where 
there are the greatest opportunities for the formation of additional 
soil-conservation districts, the State commissions or committees 
recognize the problem and have definite plans to bring in new districts. 

The vice chairman of the commission in Idaho, Mr. J. M. Isaacson, 
estimated that there would be 3 additional districts before June 30 
of this year and 2 new districts in the 1954 fiscal year. 

Secretary R. O. Cole, of the Indiana committee, stated that there 
would be 3 new districts in Indiana before June 30 and that 6 addi- 
tional districts would be formed in the 1954 fiscal year. 

Director Charles Figy, of the Michigan Department of Agriculture, 
estimated that the farmers of his State form 2 new districts before 
June 30, 1953 and 6 new districts in the 1954 fiscal year. 

The chairman of the State soil-conservation committee, William 
A. Benitt, estimated that 6 new districts would be formed in Minne- 
sota before June 30 of this year and that 10 additional districts would 
come in before June 30, 1954. 

Dean J. H. Longwell, of the University of Missouri, estimated 3 
new districts in the last half of this fiscal year and 6 more districts 
by June 30, 1954, in his State. 

John C. Dawson, chairman of the State soil-conservation com- 
mittee for South Dakota, estimated that 2 new districts would ‘be 
formed by June 30, 1953, and that 6 additional districts would come 
in before the end of the 1954 fiscal year. 

The chairman of the Tennessee committee, Mr. J. Howard Hornsby, 
estimated that 10 new districts would be formed in his State before 
June 30 this year and that 12 to 15 would come in during the year 
ending June 30, 1954. 

Robert C. Baum, executive secretary of the Oregon committee, 
estimated that 8 additional districts would be created this fiscal year 
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and 4 more would come in the next fiscal year. He further stated 
that considerable acreage would be added to old districts by additions 
to present boundaries. 

All these estimates were made between February 9 and March 2. 
1953, in reply to a request by Dr. Salter for information on progress 
in district formation activities. 

Mr. Hunrer. Did California get a later start on this? 

Mr. Dyxrs. Not particularly; no, sir. 

Mr. Horan. I thought that was the main reason for this. 

Mr. Dyxers. They have a State law which is about as old as that 
of most States. 

Mr. Hunrer. It may be that some irrigation districts do not want 
to get mixed up with the soil-conservation districts. Some of then 
are pretty independent, and do not care to be involved with anybody, 
the Bureau of Reclamation or the Department of Agriculture. 

Mr. Dykes. However, most districts in California are based on 
irrigation districts at the present time. 

Dr. Satrer. We had a few districts in California as far back as 1941. 


EVALUATION OF UPSTREAM AND DOWNSTREAM FLOOD-CONTROL METHODS 


Mr. Hunrer. Of course, as I see the problem in the interior of 
California, I feel as Mr. Horan does that probably the main attention 
should be given to watershed problems; flood-control projects of a sc: ale 
so small that the Army engineers, for example, are not interested in 
them. I do hope that in the future some study and consideration can 
be given to this problem. 

In Madera County, the Army engineers have planned two dams, 
each of which will cost many millions of dollars. They are very 
substantial structures. I have been advised that by the use of smaller 
dams together with various conservation practices, diversion channels 
and the like it could be done much more cheaply. 

I want to know whether that is something which is within the 
province of the Soil Conservation Service. 

Mr. Dykes. We do have the major responsibility for the Depart- 
ment on all the open-land flood-prevention programs. The Forest 
Service has the primary responsibility in the forested areas of the 
country. 

I think some of our friends have embarrassed us a little bit, Mr. 
Hunter, by claiming for us, in the field of flood control things which 
we cannot claim for ourselves or prove ourselves. That is, that you 
can eliminate large downstream structures by simply putting in a 
large series of smaller structures. We never have claimed that. 

We do recognize in this general field of flood prevention that about 
70 or 75 percent of the annual flood damage comes along the creeks 
and small rivers, and not on the main streams, like the Missouri, the 
Ohio, or streams of that size. It is on the little creeks and little 
waters, that the alluvial flood-plain lands suffer such a high percent 
of the annual flood damage. 

That we can do something about. We can: give some very ma- 
terial help in preventing the floods along those little streams. But 
we would not claim that we could eliminate the necessity for the 
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two big structures proposed by the Corps of Engineers, because we 
do not know what effect our program would have on those particular 
structures. 

The big dams usually protect the flood-plain land on the major 
rivers below the dams. That is the primary aim. Of course, also 

ties and industrial developments along the larger streams are 
craks 

Mr. Hunter. I agree with you that much of this work can be 
done by methods other than just damming up a major river or 
widening or deepening a main channel. 

Mr. Dyxes. Two of our approved watersheds which will come up 
for- discussion on the 16th are in the State of California. We are 
working on the upstream program, on the small subwatersheds that 
are a part of the Los Angeles and Santa Ynez watersheds, giving 
flood relief and preventing floods from happening on the flood-plain 
lands, the alluvial lands, along those smaller streams. 


FLOOD PREVENTION 


Mr. Wurrren. Dr. Salter, I want to ask you about the reduction 
in the present budget of $1,590,000 from the original increase of 
$1,676,708 under the project, ‘Additional measures to accelerate 
flood prevention.” This includes the elimination of a $952,000 
increase planned for accelerated land treatment work in 7 new water- 
sheds: The Brazos, Delaware, Pecos, Savannah, Scioto, Sny, and 
South Platte watersheds. 

With respect to the elimination of that work for treatment on the 
land, is that in any way connected with the argument with Corps of 
Engineers over jurisdiction and whether you have little dams or big 
dams. Or is this for land treatment measures, as the title would 
indicate? 

Dr. Saurer. Would it be all right for Mr. Dykes to answer that? 

Mr. Wuitten. Yes. 

Mr. Dyxes. I do not believe, Mr. Whitten, that it is really involved 
with the argument about little dams or big dams. The land treat- 
ment measures covered here are a part or the total treatment pro- 
posed in our flood-control surveys and approved by Congress. The 
measures for accelerated land treatment—that is what is here—and 
the small structures which come up on the 16th were both carried 
before this year in the regular flood-control appropriation item. 
Now, indirectly it may have some effect. 

Mr. Wuirren. I am sure it has a bearing. 

Mr. Dyxezs. Yes. 

Mr. Wuirten. This land-treatment work here is work that could 
be carried on independent of what the decision in the other matter 
happens to be? 

Mr. Dykes. That is correct, sir. 

Mr. Wuirren. As to these watersheds, how much territory does 
that consist of, and where is it located? You can put this in the 
record. 

Also, I would like to know the date that the original survey was 
made, when it was reported to the Department, and when it was 
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reported out of the Department and approved by the Bureau of the 
Budget. I want this watershed by watershed. 

In addition to that I want information as to the authority for 
sending these seven watersheds up, by the Bureau of the Budget, 
for action of the Congress. As I understand it, it was not approved 
in a separate measure by the Congress. 

Mr. Dyxes. That is correct. 

(The information requested is as follows:) 
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The legislative authorities for submitting the fiscal year 1954 estimates of th, 
seven new watersheds are cited in an opinion (No. 5547) of the Solicitor, Unite 
States Department of Agriculture, dated August 11, 1952. The opinion cities 
the following acts of Congress as authority for doing the work proposed in 1954: 


WITH RESPECT TO MEASURES PRIMARILY FOR FLOOD PREVENTION 


Soil Conservation Act of April 27, 1935 

Soil Conservation and Domestic Allotment Act of February 29, 1936 

Title II], Bankhead-Jones Farm Tenant Act of July 22, 1937 

Acts relating to the administration of the National Forests and the Title II], 
Bankhead-Jones Farm Tenant Act lands 


WITH RESPECT TO ADDITIONAL MEASURES TO ACCELERATE FLOOD PREVENTION 


Soil Conservation Act of April 27, 1935 

Soil Conservation and Domestic Allotment Act of February 29, 1936 
Clarke-McNary Act of June 7, 1924 

Cooperative Forest Management Act of August 25, 1950 

Title III, Bankhead-Jones Farm Tenant Act of July 22, 1937 

Acts relating to the administration of the National Forests and the Title III 

Bankhead-Jones Farm Tenant Act lands 

Certain of the acts listed above contain limitations which would affect th: 
extent to which the various measures may be carried out. The act of Februar 
29, 1936, provides that no total payment for any year to any person shall exceed 
$10,000, and contains a limitation of $500,000,000 on the amount authorized to be 
appropriated for any fiscal year. The limitations contained in annual appro- 
priation acts for the agricultural-conservation program concerning the distributior 
of funds among the States, maximum payments, and the next year’s program are 
not a part of the permanent basic legislation. Language to appropriate amounts 
in excess of the advance authorization, therefore, would not be subject to a point 
of order. Section 2 of the Clarke-McNary Act authorizes a forest-fire-preventior 
and suppression program only with respect to timbered or forest-producing lands 
or watersheds from which water is secured for domestic use or irrigation. Sections 
2 and 4 of the Clarke-McNary Act also require the matching of funds, and the 
act contains limitations of $20,000,000 ($19,000,000 for fiscal year 1954) and 
$2,500,000 on appropriations authorized to be made annually to carry out sections 
2 and 4 respectively. The Cooperative Forest Management Act requires the 
matching of funds and contains a limitation of $2,500 000 on the amount author- 
ized to be appropriated annually. 

The Bureau of the Budget approved the following appropriation language for 
the fiscal year 1954 flood-prevention estimates: 

“For expenses necessary, in accordance with the Flood Control Act, approved 
June 22, 1936 (Public Law 738), as amended and supplemented, and in accordance 
with the provisions of laws relating to the activities of the Department, to make 
preliminary examinations and surveys, and to perform works of improve- 
ment * * *’ 

This change in language would have relocated within the item the words “in 
accordance with the provisions of laws relating to the activities of the Depart- 
ment”’ to provide for the use of funds appropriated under this item for the installa- 
tion of flood prevention measures in accordance with existing authorities already 
available to the Department under other than the flood control acts. 


CONSERVATION LAND TREATMENT 


Mr. Wuirrten. I would also like to have a discussion in the record 
of the reduction of $638,000 from the original increase of $724,708 
intended to accelerate the rate of conservation land treatment in 
watersheds on which work is currently under way. I want that 
watershed by watershed. I want you to show the area covered and 
the location. I also want you to show how far we are behind in the 
original schedule for the completion of this work. 

(The information is as follows:) 
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Comparison of estimates for acceleration of land-treatment measures, fiscal years 


1958 and 1954, Soil Conservation Service 


Fiscal year 1954 


Fiseal year 
1953 Orizinel Revised 
budget budget 


ffalo Creek $52, 1 $45, 000 52. 000 
ido, Middle 85, 000 000 

SA PSE 150, 000 5, 000 
ttle Sioux 56, 50, 000 000 
ttle Tallahatchie | 4: 57, 000 57, 000 
tomac 2, | 228, 000 73, 000 
rrinity 23 700, 000 000 
shita 5 | 94, 000 185, 000 
429, 000 320, 000 


Total 1, 513, 292 | 2, 238, 000 1, 600, 000 


Original budget compared with 1953 
2 Increase or decrease in revised budget compared with original budget 


} 
| 
| 
| 
| 


ment in 
increase 
revised 


budget 


O00 

7, 000 
000 

000 

155, 000 
— 0 OOO 
209, 000 
109, 000 


— 638, 000 








1460 





IBA 
[8309 [TeIsuy 
0} pestnbe 

Sived jo 

a} BUlTISe 

140das AVAING 





8}9D 10.QU09 poopy ay) 4apuN paztsoyjND spaysiazoOM JT] ‘yuawmaaosdwe fo sysom uoyuaaaid-poory fo 








89 
QL 
@! 
o6 
ry 
96 
8Y 
48 
9 
89 
Uv 


#61 
Sy YANOIUY 


pe} 
























































I GOL ‘Zit 9 £9 FFI L219 ‘929 ‘¢ | OOL ‘ZS8t ‘6E 
oe 166 ‘928 a oF b'¢ 166 ‘009 6 000 ‘IIS “LT : | 
‘1 1¢9 ‘I 9¢ e'T | 1g9°T | 002 “621 | | 
ZL OST ‘LZ ¢ 00l 6 ZL | O81 ‘bIF s | 000 ‘g9¢ 
I “Lb L10 ‘0Z1 8L 9'lF | 210 ‘901 000 ‘esz | ; 
LV ‘280 F 9 8 Z& OL ‘ses ‘es | OOO‘TIC ‘OT |-- | 
6 '6I ‘098 » oF 9 I £90 ‘229 ¢ | 000 ‘EEe “b =. | 
j i” | | 
} | 
9% III ‘Sts OF 9 FZ III ‘erg | 000 ‘SZI¢ 
--| Sees | 
} 
AOIANTS LSANOd 
Zz 9% 906 ‘T6S * ( 6 02 O9T ‘Teh “8% 289 ‘LL ‘SET 
Z1Z 629 ‘Zao ‘E 629 ‘ZI19 ‘% Ose ‘TZ8 ‘OT 
0 te ZG ‘OFS ‘2 0% 969 ‘Sel ‘9 062 “EZ8 ‘ZZ 
0 FI ose “E80 6 O'1l OFS ‘E18 ‘9 
102 bir I P’ OLS ‘889 ‘T 
Z OF gee ~ | O91 ‘PoE ‘T 
£°0¢ + 9SZ £ | S62 ‘626 ‘Z% 
£ 80L £" | ObE ‘9OF ‘E 
8°29 RoR G | 002 ‘SEs ‘8 
Zz RE R08 , 808 ‘ERO 082 “OTE ‘2 
9 “9% LOb t LO ‘SIT 062 ‘99% ‘S 
008 OIL ‘Ze ‘TS £ OIL ‘Z82 ‘I$ LER ‘“B1Z *S 
x) Z 9 g) b) (€) 2) 
¢) : ) [oo 
1) gC ead +(p) ‘Joo a ° 
oe 7 ieaie ‘age * ECG B04 seorid 
‘aa . ~ > aoa” 4 * Soran (eosy Yysnosy |, 2961 ‘Oe uns 
me J yat peers : = i ." SpeysieiBA TT} 0} peysn{pe) | saprur a, 
JSIOIRM | 1 0% pein £961 180 ay} WO suOy} | 4800 [wlepeg U] Bary 


ayos AT] [eosy Ysnoigy 
sl NBSTTGO 
eATETN UND 


}UBJO 


} WO su 
[YO [8309 
BIIT}sqy 





-BST[TGO [8104 
poyeUulTys| 


peyeuyse 


13] 
eAT EIN [BUILLIO 


pUuB0‘ 


HOIAUAS NOILLVAUYASNOO TIOS 


. . [830,.L 


SsIpy ‘OOZBA “IT 
“"""" "XO LBL “BIYSB AM “OT 

x9, ‘OUTJSeTV 9Aoge AULT, “6 
eee JWTeO ‘Zou, Byueg “8 
BAM “PW “BA “Bq ‘OBUI0j}0g *L 
. “““JYBoO ‘sepezuy soy 9 

SSG ‘OTYOIVYVYS LT ey] “¢ 
UUT-BMO] “XNOlg 834"T “+ 

£ 

z 

I 








uUd, | -"BE) “BS00D 
“"xO, ‘OIPPIY ‘Opes0jop 
A'N “3909 ofeyng * 


“{8I0.L 


SssIpy ‘0078 

X9.L~ BAO “BIUYSB A ” 

“xO ‘OUTISeTeg eaoqge AULT, * 
~~ WW18O ‘zou Bjueg 
“BAM “PA “BA “Bd ‘oBUI0}0g 
W8_O ‘sepeszuy soy] 

SSE “OIGoeyeyeL esaT 
UUIJY-BMO] *XNOIg Of99I'T 

uuda, L~" BF) ‘Bs00g 

x9, ‘APP ‘OpBs0jog 

A‘N “49019 Ofeyng 





aAasSe SSK HSaSH 


1) 


uo! 





0 pus PeYysSloj BM 





u01jD)/D)8UL ay) ut ssabo4y 


1461 


souRueUTeU PUB TOTBIEdO JO] 178" 
“QOUBUO}UTSUL PUB UOT}BIEdO IOJ 478" 
*QOUBUS}UTBUL PUB UOT}BIIdO IO} BQz‘*SCZ 
‘QOUBUAJUTSUL PUB TOT}BIIdO IOJ BEz‘OCTS 






OUBUEIUIBUI PUB BOT}eIedO 103 CLE ‘ORT‘T$ 


“QOUBUAIUIVI PUB UOTZBIIdO IO] 11 F'E9RS 
“SOUBUIIUTIVUT PUB TOT}BIIdO 10] OBS‘ HI3 





"SOUBUI}UIBVU PUB UOI}BIIdO IO} OES*FIF 
| 0 120 “600 ‘tF 89 
01 | ozg ‘6g + +9 
| O'S | 26 ‘OFS ‘2 | OL 
| O¢I | 196 ‘680 ‘6 Z 
| $°IL | $69 ‘THO ‘T 96 
| £9 | gee ‘OSz | 29 
| 9°82 620 ‘Z8¢ ‘e | ¢8 
| 6 6¢ eg 
| $29 £8 
¥ LE 09 
9°92 LOF ‘Sob ‘I 29 
ve OTL ‘ZRe ‘TS cg 





AOIAUGAS Ls 


1HOd 


pejafdur0o 918 sy10dai MalAal ZuIpued UsYM pPastAdl 





ATTBNUBISGNs eq ABUT YOY aBUITISE [VUIZIIO UO peseq pezetdur0s YOM JO yuUeoJEd qIIM 
snow AuouAdS polep|stoo suolyes{qo Jo yueos10d ‘uostreduI0O sty} Jo esodind ay} 104g ; 
*$}]JoUeq PUB S}s0d0 ‘Spoel UTBIZOId [8}0} JO papoouU 
Q18 SOYBUITIS® 9IBP-07-dN 4VY} SOPBOIPU! SPeysioIVM OOZVA OY} PUB ‘AIYORBYRY[BL oT 
aq} ‘XNOIg OT}4V]T 94) ‘Yoo ofeyng oy} uo ‘asenZue, uoeidoidds pu uolyez0qyne 
[8UIZ1I0 8y} JepUN uTeIZ0Id oy} YNO ZujAureo Ul <OUBIIedxq ‘s}yoUsq JeYysIYy JZuTpuods 
-91100 pUB $}]SO0O JOYSIY YIM UIBIZ0Id JUOUTAAOIAUTT JO S¥IOM OY} Ul PopseU 1B SUOTS}AI 
[VIJUBISGNs 4VY} SBOIPUL 07 ApJUeIOYJNS pesseaZoid sABY BIYSEAA pus AYU, oY} JO 
SMITAGI OY, ‘“SPOyssejVM VTYyseA puB ‘AqUlLT, ‘OBUIOIOg ‘BSOOD ‘(9IPPIIN) OpBs0joD 
ey} UO pazj1Oy Ne Useq SBY S}10de1 JO MATADY «= “SMOTAOI AQAINS Ul PeA[OAU] SesuUBYyO URI 
-01d pesodoid 10 Zurpued yUNODe O7UT 8yB} JOU Op pu ATUO 10)98] ad11d pesuBYO 10] ‘ZOGT 





OPNOUT 4OU S90] ox 
epNpoul jou seoc] 
apnypul jou seoq 
apnypoutl jou se0q 
epNypul you seoq 
apnpul you svoq 
@pNPUT 4OU S20] » 


n 


“en ee 





epNypoul Ou svoq ¢ og suns 0} poysn{pe sji0de1 AdAINS 9Y} UT WAMOYS $3800 9Y} JOOYOI E “[OO UI SeINSY oy,L 1 

| 2e8 201 ‘ve | exe ‘one ‘eer 120 ‘Lb rer “heece<tr oe ee 

| zg ‘gIz ‘e ogee ‘zee ‘be | ceo'¢s | : ““"-""""""sstyy ‘00ZBX “IT 

969 ‘SST ‘9 062 ‘28 ‘2 =|: SOI'8 “-""""" "KOT BAO “BUYSEAM “OT 

| 196 ‘OCT ‘2 Ore ‘£6 ‘69 | «206 ‘ZT XO ‘OUTISAVI GAO" AYULLL “6 

| $69 ‘gee ‘T 0Z8 ‘981% =| 006 BD ‘zouX Bus *g 

| | o¢e ‘Iz9 | O9T ‘619 ‘T | €2¢ ‘9 CAM “PIT “8A “Bd ‘OBUIOIOd “2 

| 966 ‘2z0 ‘g 962 ‘O6F ‘61 68 ———— “""""" "JB ‘sefasuy soy “9 

z | OFF ‘6EL ‘LZ gece ‘T SSI “OO IVYV[BL, e391] “¢ 

‘g 002 ‘888 ‘8 022 % UUTY-BMOT *XNOTS 99] “Fb 

| 0&2 ‘16% ‘% $96 : UUa "Bf “BS00D “£ 

‘T 062 ‘99% ‘S 681 ‘2 X9,L ‘PPI ‘OpBsojoD “% 

‘I$ LEB ‘LZ ‘S$ Leb AN ‘49019 Ofeyng ‘I 






ANV FAOIAUNAS NOLLVAYUASNOD TIOS IVLOI 





80505—53—pt. 3-39 





1462 


Mr. Wuirten. As I understand it, this accelerated soil-conserys- 
tion land treatment could be carried on independent of any controvers 
as to the type of structure that there might be. 

Mr. Dyxes. That is correct. 

Mr. Wuirren. For that reason it would be my judgment, at leas; 
that it is unsound to delay land treatment because of postponing th, 
other work. 

Mr. Dyxers. Actually, there is very good reason for going ahead with 
the land-treatment part ahead of the building of any structures. 

Mr. Wuirren. I can see that. 


SURVEY REPORTS 


I would like to know, also, how many other survey reports hay; 
been finished to the point where they are actually waiting action by 
the Bureau of the Budget, and how many are virtually completed 
waiting action of the Department of Agriculture. 

I should like for the names and locations to be listed in the record 
at this point, with the dates they were submitted, so that we can tell 
how long they have been delayed. 

Mr. Dyxzs. Yes, sir. 

(The information requested is as follows:) 
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Data concerning 24 watershed reports under review 


| 


Date 
Area in fiscal When re- | Date s 
Watershed and location square year ported to Date pent to Bu 
miles survey | Department | FIARB( Bu 
started 

1. Apalachicola, Ala., Fla., Ga - 19, 730 1949 Dec. 17, 1952 J 
2. Boise, Idaho. -_ 4,134 1939 May 28,1952 | Dec, 19, 1952 
3. Connecticut, Mass., N. H., Vt j 

Conn...- | 11, 260 1940 | Feb. 13,1952 | Dec. 18,1952 | 
4. Cuyahoga, Ohio | 810 | 1951 Jan. 29,1953 | 
5. East Fork of White and Patoka, | | 

eee PR ; 6, 630 1948 | Nov. 19,1951 | Feb. 8, 1952 |? Oct 
6. East Willow Creek, Minn... | 37.5 1952 Feb. 4, 1953 | 
7. Fountain Creek, Colo | 927 1939 | July 18,1951 | Dee. 6,1951 |?Sept. x 
& Kentucky, Ky_.. 6, 935 1950 Dec. 18, 1952 | 
9. Lost Creek, Mo | 14.0} 1952 Feb. 5, 1953 | 
10. Lower Arkansas, Ark., Okla 17, 549 | 1940 | Sept. 21,1951 | Jan. 10, 1952 
11. Mojave, part of Wrightwood, Calif 13.3 | 1947 May 29, 1949 
12. Rio Grande, N. Mex., Tex 52,419 1939 July 18, 1952 | Feb. 21, 1953 
13. Roanoke, Va., N. C 9,580 | 1942 | Aug. 27,1951 | Aug. 25,1952 
14. Russian, Calif 1, 508 } 1949 Dec. 15,1950 | Jan. 4, 1951 
15. Salinas, Calif -| 4,875 | 1946 | July 45,1951 | Jan. 30,1953 
16. San Gabriel-Santa Ana, Calif | 3,183 | 1938 | Dec. 29, 1952 |- ‘ 
17. Santa C Jara-Ventura-Calleguas | | | } 

Creek, Calif | 21% 1947 | Oct. 20, 1952 |_. 
18. South Fork of the Crow, Minn 225 1952 Mar. 9, 1953 |.. 


19. Trinity (Review) and San Jacinto, 
Tex | 23,004 1950 | July 

| 

| 


2,1952 | Jan. 9, 1953 

20. Virgin, Ariz., Utah, Nev 17, 233 1947 | Sept. 9, 1952 | 
21. Walla Walla, Wash 1, 800 1940 June 21,1951 | June 26, 1951 
22. Wasatch Front, Utah 2, 254 1942 Oct. 15,1951 | Jam. 9, 1952 
23. Washita (Review), Okla., Tex 7, 961 1951 | Mar. 20,1952 | Jan. 2, 1953 

24. White River above Norfolk, Ark., | | 
Bic iciasntnetes | 9,872 | 1940 | Oct. 16,1951 | Jan. 16,1952 

' 


Federal Inter-agency River Basin Committee. 
2 Returned by the Bureau of the Budget to the Department on Jan. 27, 1953, for further consideratior 





Mr. Wuirren. One thing I am proud of is having changed the 
name of this to ‘Flood prevention.’”’ I feel that is where an effort 
should be made. I think as time passes I will be more proud of it, 
Mr. Dykes. 

Mr. Dykes. I am sure you will, Mr. Whitten. 

Mr. Wuirren. Thank you, Mr. Chairman. 


HYDROLOGICAL STUDIES 


Mr. Horan. I believe you want to discuss this increase to determine 
irrigation requirements in bumid areas and to develop criteria for the 
planning and design of effective and economical water management 
and soil stabilization measures for small watersheds. 

Dr. Satrer. Yes, Mr. Chairman. We are in real need for an 
increase in our activity in this field of hydrology. There are two 
pieces to this request. One is for approximately $80,000 to assemble, 
survey, and analyze the vast amount of hydrological information that 
has been accumulated both in our own hydrologic stations and 
stations of other agencies and private organizations, and to get, ‘if 
we can, more reliable information upon which we can base the engi- 
neering and other aspects of these watershed programs. 

The Service has only 3 relatively small hydrologic stations, 1 at 
Coshocton, Ohio; 1 at Hastings, Nebr.; and 1 at Waco, Tex. 

Mr. Horan. Were you not doing some work on this general subject 
at California University of Technology at one time? 
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Dr. SatTerR. Yes; we were. Even the data from these three small 
stations has accumulated en masse, and we have not had the people 
to assemble it and analyze it. There is an enormous amount of data 
from other agencies which we have not been able to collect and 
analyze. Certainly we should put the best possible technical base 
under our planning in the watershed program. It is a way of insuring 
sound returns from what may turn out to be many millions of dollars 
of expenditure. 

At the present time we are spreading what data we have over a 
wide territory and we are not always too sure that it is soundly 
applicable to those areas. 

Mr. Horan. Now, that $80,000 of this item would go for that 
type of work. 

The second part of this item, the $20,000, would be used to study 
the conditions in the humid part of the U nited States—the climatic, 
soil, and other conditions which will affect the economy of irriga- 
tion in the humid area. As you know, there is a rapid development 
of irrigation in the humid area under way. It is moving fast. We 
are faced all of the time with a lack of adequate information as to 
whether or not the conditions are such that there is a fair chance 
that supplemental irrigation will pay. These installations are costly. 
Farmers are going to lose a lot of money in this irrigation business 
unless we can supply them with better information. We want to 
get a start on an analysis of conditions in the East which should 
govern the determination of the economy of the installation of 
supplemental irrigation. 

Mr. Horan. What other agencies are doing work in this field? 

Dr. Satrer. The latter field, the supplementary irrigation field? 

Mr. Horan. Yes. 

Dr. Saurer. There is a small amount of work being done by the 
State experiment stations. The Bureau of Plant Industry, Soils, and 
Agricultural Engineering is interested in it. I am not sure how much 
work they have going on. I am sure that anything that is going on 
would be coordinated with our program. They are primarily inter- 
ested in it from the standpoint of the soil and plant management end. 

What we are really trying to get at is the hydrologic phase as affected 
by the climatic and soil conditions, which would be very effective in 
determining the need for such programs of irrigation in the humid 
areas. That is the thing we bump into every day in our program. 
We get many, many requests for assistance to farmers in installing 
supplementary irrigational systems, and we are expected to answer 
the question, “Is it going to be a paying proposition?” We simply 
don’t have the data to answer the question in most cases. 

Mr. Horan. In the general field of hydrology, though, most of our 
technical schools are doing some work in that field, are they not? 

Dr. Sauter. Yes. What we are asking in this hydrology item is 
primarily the opportunity to bring together the data in existence today 
for our particular purposes. It may point up the need for later field 
installations to get more data, but that is not a part of this present 
project. 

Dr. Ketioce. I might point out, Dr. Salter, that the Advisory 
Committee to the Agric “ultural Research Administration in their report 
to the Administrator gave this project their highest priority of research 
needs. 
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Water CONSERVATION AND UTILiIzATION Prosects 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estima 











Appropriation or estimat ‘ix $235, 500 $685. 00s 
Prior vear balance availabk neti 154, 093 | 
Reimbursements from other accounts ' 9, 502 
Total available for obligation ; os ; ie 399, 095 | 685. 000 
Balance available in subsequent year. ......................-- —31, 752 | 
Obligations incurred i 367, 343 457, 252 685. 000 
Obligations by activities 
Description 1952 actual | 1953 estimate | 1954 estimate 
Direct Obligations | 
1. Land development ae $299, 792 | $411, 738 $639, 48¢ 
2. Land management, settlement, and technical guidance | 33, 341 | 45, 514 45, 514 
Land acquisition ; } 24, 708 | | 
ee - 2 ——— —E euntdien 
Total direct obligations ; | 357, 84] | 457, 252 685, 000 
Obligation Payable out of Reimbursements From Other Accounts 
| | 
1. Land development _. oe : ee ‘ 9, 502 | | 
Obligations incurred... J ee ee eee 367, 343 457, 252 | 685, 000 


Obligations by objects 











Object classification 1952 actual | 1953 estimate | 1954 estimate 
Summary of Personal Services | | | 
Total number of permanent positions aa 4 61 52 | 6 
Full-time equivalent of all other positions_- sited wienel 25 39 | 71 
Average number of all employees... bd cdeibeemwnte 75 86 | 133 
Average salaries and grades: 
General schedule grades: 
Average salary ew : ww le $4, 171 | $4, 225 $4, 166 
Average grade... ‘ GS-5.8 | GS-5.8 GS-5.7 
Crafts, protective, and custodial grades: 
Average salary “ ‘ . so bepl _ $3, 311 $3, 347 $3, 291 
Average grade... ce mee Se ae Bie CPC-6.0 CPC-6.0 CPC-5.8 
— =— > | | = 
Personal service obligations: 
Permanent positions CANS MERE 2S Te Ne $204, 026 $192, 000 $249, 700 
Part-time and temporary position . ‘ss | 60, 476 | 116, 400 216, 006 
Regular pay in excess of 52-week base. ......-- i edacatel 749 | 800 1, 100 
Payment above basic rates...................--..... enue 15, 150 38, 500 50, 200 
Total personal service obligations meats 280, 401 347, 700 | 517, 000 


Direct Obligations 














01 Personal services | 347, 700 | 517, 00 
02 Travel | 6, 000 | 6, 100 
03 Transportation of things i 1, 272 | 1, 700 3, 300 
04 Communication services ; 2,072 | 2, 400 2, 300 
05 Rents and utility services : ‘ be 3, 302 | 3, 500 3, 500 
06 Printing and reproduction 631 500 1, 000 
07 Other contractual services ; ie 6, 440 | 10, 000 | 4, 800 
08 Supplies and materials ae ~ ; 35, 966 82, 452 | 107, 700 
09 Equipment 1, 978 | 2, 400 37, 000 
10 Lands and structures ‘ , 21,000 |...... |---<-- 
15 ‘Taxes and assessments... bietibcacinbedeborgpeeb ong 1, 598 2, 500 4, 201 
Subtotal. . . dh cliteraebien 360, 541 459, 152 | 686, 900 
Deduct charges for quarters and subsistence - - .- | 2, 700 | 1, 900 1, 90 





Total direct obligations... : — Saad 357, 841 457, 252 | 685, 000 
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Obligations by objects—Continued 


Object classification 1952 actual | 1953 estimate | 1954 estimate 


Obligations Payable Out of Reimbursements From Other Accounts 


Personal services ' ‘ ‘ $714 
Travel... aii eae 28 
Rents and utility services__.-.- rd F 1, 430 
Other contractual services. -- --- . 6, 682 
Supplies and materials_.........-- ee 648 
Total obligations payable out of reimbursements from 
other accounts ‘ =n SS oe 9, 502 


Obligations incurred 3 367, 343 


Analysis of expenditures 


1952 actual | 1953 estimate | 1954 estimate 


nliquidated obligations, start of year ---- $52, 071 $49, 016 
Obligations incurred during the year... oanen 367, 343 » 252 685, 000 
TIITIIIT iinaDin ateiivaadiondesencnineeerienecenaneeliin i tains 419, 414 "497, 816 734, 016 
educt: 
Reimbursable obligations ee 9, 502 ; see 
Unliquidated obligations, end of year in 40), 564 49, 016 70, 016 


Total expenditures "369, 348 448, 800 664, 000 


Expenditures are distributed as follows 
Out of current authorizations--_.......-.- Sasa all 
Out of prior authorizations a, 


369, 348 if 380, 800 616, 000 


\ 68, 000 48, 000 





Water conservation and utilization projects 


\ppropriation act, 1953- ---- $235, 500 
Supplemental Soiaensinn Act, 1953 (for accelerating work on the 
Angostura project) -_------- 
Total available, 1953, s 95 “425, 500 
Budget estimate, 1954- ; Lt : bee 685, 000 


Increase 3 Jone p "4.259, 500 


Note.—Although an increase of $259,500 is requested in the appropriation for 
this item for 1954, it is estimated that there will be an increase of only $227,748 
in total funds available due to the availability of prior-year balances of $31,752 
in the fiscal year 1953. 


Summary of increases and decreases, 1954, on an available funds basis 


Inerease to begin full-scale land levelling and related irrigation work 
on the Eden Valley project in Wyoming _. +$258, 015 
Decrease due to reduction in level of operations on ‘the Buffalo Rapids 
I and Buffalo Rapids II projects in Montana, and completion of the 
Buford-Trenton project in North Dakota__.......----- : ; — 30, 267 
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Project statement on an available funds basis 


| | 


Project 1952 1953, esti- | Increase or | 1954, esti. 
mated decrease mats 
1. Land development $299, 792 $411,738 | +$227, 748 $639. 46 
2. Land management, settlement, and technical guid- 
ance : 33, 341 45, 514 dial 45, 514 
3. Land acquisition. - . | 24, 708 |. 
idasaks pineroeenanetnl neem 
Subtotal. _- oeendieidiiateeaichs os | 357,841 | 457,252 | +227,748 | 685, 000 
Unobligated balance. ................----.- a 31, 752 |.. ee | 
Total available or estimate_...........-..-- | 389,503 | 457, 252 | +227, 748 | 685, 000 
| —- —s. Fic cae es 
1951 balance available in 1952................-.- e |} —154, 093 |----- | 


1952 balance available in 1953_...............-..- | 31,752 


Total appropriation or estimate............. j | 235, 500 | 425, 5 





Mr. Horan. At this point we will insert pages 61 and 65 through 
67 of the justifications in the record. 
(The pages referred to are as follows:) 


Stratus oF PRoGRAM 

Current activities 

The water conservation and utilization (Wheeler-Case) program is carried on 
cooperatively with the Bureau of Reclamation which has as its responsibility the 
construction of the primary water supply features such as dams, reservoirs and 
principal canals. ‘The Soil Conservation Service is responsible for developing 
irrigated and irrigable project lands for efficient application and use of irrigation 
water; with providing settlement opportunities for farm families and veterans; 
and with securing efficient land use and conservation of soil and water resources 
on the farms developed. 


LAND DEVELOPMENT 


Extensive land preparation is essential to the changing of dry farm and range 
land to a well designed and constructed system of irrigation farming which will 
prevent waste of soil and water resources and permit maximum use of available 
irrigation water. Development of irrigable land includes such activities as 
making detailed land classification and topographic surveys, clearing and level- 
ing land, subdividing land into economic-sized units, and the construction of 
farm ditches, laterals, drains, and other water control structures. 


LAND MANAGEMENT, SETTLEMENT, AND TECHNICAL GUIDANCE 


This work consists of the protection and management of Government-owned 
or controlled lands and facilities and leasing of the farming units under specific 
use conditions, prior to development and disposal to private farmers. As project 
lands are developed they are sold to qualified farm settlers selected by a local ad- 
visory board. ‘The selling price of the completed farm unit is based on the earn- 
ing power of the land and is calculated to return to the Federal Treasury an amount 
not less than the reimbursable cost of development with interest at 3 percent over 
a 40-year amortization period. Technical guidance, to insure efficient irrigation 
and conservation farming methods, is furnished to operators of both the Gov- 
ernment-owned and the privately owned lands within the project area. 

Recent progress 

Of the 19 water conservation and utilization projects originally authorized for 
development, under the 1940 Department of the Interior Appropriation Act and 
the Wheeler-Case Act of October 14, 1940, as amended, 8 are completed, 1 is 
scheduled for completion in 1953, 2 in 1954, 1 in 1955, and 1 in 1957. The 
remaining six projects are inactive due to inflationary land prices and other 
changes since they were authorized. 
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Status of land development and farm sales 


i i 
| | Federally owned tracts ! 
| Percent | al 
| develop- 
ia Yate au- Irrigable | ment com- | Number 
Project thorized | j pleted | 
| } June 30, 
| 1952 


sold 
through 
June 30, 


acreage Tot i] 


| number 
| 


Angostura.... ar. 6, 1941 | 16, 180 24 
tterroot ar. 22, 1944 | 18, 630 | 28 
juffalo Rapids I - | May 15, 1940 | 14, 507 | 99 
Buffalo Rapids II | s 10, 400 a9 
Buford-Trenton- - .-| Sept. 23, 193% 14, 729 YS 
Dodson 3 die Mar. 17, l¢ 1, 200 | 100 
Eden Valley Sept. 18, 16 20, 000 | 17 
Intake 3 | Jan, 20, 194 825 | 299 | 
Mancos . Oct. 24, 16 , 000 | 2 54 
Mirage Flats -.. Mar. 30, 1¢ 2, 000 100 
Missoula 3 | May 10, If 900 100 
Newton | Oct. 17, 18 2, 225 100 
Post Falls Jan. 29, 1s 3, 260 290 
Rapid Valley Nov. 8, 1938 2, 000 
Scofield § May 24, 194: , 500 230 


In addition there are privately owned lands within a number of projects on which development work is 
ione 
Projects closed, no further development work contemplated. 
Projects include no Federally owned land. 
4 Total number of tracts not yet determined since the subdivision pattern has not been completed. 


Development accomplishments and work load 


The following table shows some of the more important items of development 
work planned, the amount completed to date, and the amount remaining to be 
done: 


planned Same 30, 1952 | July 1, 1952 


Total de- a Accom- Remaining 
Item Tni § velopme - plished to to be done 
| 
—| 
| 
| 
} 
| 


Topographic surveys Acre 181, 917 161, 388 
Land classification - . - aie 
Unit subdivisions -. | Number 
Clearing | Acre 
Leveling do 113, 843 | 51, 707 
Farm laterals. - a<s Mile _....- 1, 980 | 719 
Farm drains do 560 322 
Farm irrigation structures Number 15, 791 | 6, 251 


20, 529 
223,014 | 194, O89 28, 925 
553 550 3 
62, 136 
1, 261 
238 

9, 540 


36, 804 | 23, 388 | 13, 416 
| 
| 
| 
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WCU project authorizations and obligations through June 30, 1952 


Obligations through June 30, 1952 
Present 








Project name project 
— — authoriza- | Wheeler- Great ‘ ; 
; ; : : Contrib- , 
tion Case Plains : I 
funds fonds uted funds 
Angostura $1, 484, 000 $788, 627 . : $788 
Balmorhea | 569, 000 
Bismarck None 
Bitterroot 752, 000 . 167 
Buffalo Rapids I 743, 770 $210, 000 $424, 175 727, 9 
Buffalo Rapids II 810, 812 345, 000 139, 608 758 
Buford-Trenton 1, 094, 000 762, 958 264, 838 1, 081 
Dodson | 84, 000 1, 48 
Eden Valley 1, 529, 000 154, 595 5, 061 28, 358 
Intake 41, 000 2 
M ancos 473. 000 366, 8 
Mann ¢ reek None 
Mirage Flats 687, 300 170, 000 36, 837 685, 994 
Missoula 133, 000 65, 297 
Newton 75, 500 74, 2 
Post Falls 196, 000 ; 1 196, 
Rapid Valley | 170, 000 SE dawctasauaaces 22, 159 
Saco Divide | 480, 000 .| 405 |__. 3 4( 
Scofield... 350, 000 | 119, 531 | 12, 200 131,7 
Total direct project co:'ts 9, 672,382 | 3,027, 301 1, 658, 000 882, 719 5, 568, (21 
Project investigations and surveys | | 233, 473 ss a~fae : . 233, 47: 
General administration | | 
Farm Security Administration... -__.... nl SI Micha teitte tripe: <thiaieiadeliarededidaal 349, 091 
Office of Production 4, 137 | ; dodl 4,13 
Office of the Solicitor sossh wl 59, 957 | jim tight nga atddneen sal 59, 95 
Soil Conservation Service...........-..| ae 660, 355 | -- Joal _ 660, 355 
Total obligations through June 30, | | | | 
Se iteidaennnaatace aon K ccelGiaennteoduie 4, 334, 314 1, 658, 000 | 882, 719 6, 875, 033 
| ] 


1 Net obligations after deduction of residual value of equipment is $186,750. 
Mr. Horan. Do you have a general statement on this, Dr. Salter? 
PROGRESS WITH WATER CONSERVATION AND UTILIZATION PROJECTS 


Dr. Satter. Do you have any comment to make, Mr. Dykes? I do 
not. 

Mr. Dyxrs. None, Mr. Horan, except we are bringing them to a 
close. Next year we will have major operations in two projects only 
Angostura and Eden Valley. We are working on three other projects 
during this fiscal year. 

These last two projects were originally authorized along about 1940 
41 and have been, each of them, reauthorized by the Congress. We are 
at the point where we need to go forward as rapidly as possible with 
the preparation of the land, since the Bureau of Reclamation is ready, 
or about ready, to deliver water to these areas. 

An irrigation district cannot be organized and a repayment con- 
tract made until we get the land prepared, divided into farms and sold 
to settlers. It is a cooperative project, as you will recall, with the 
Bureau of Reclamation where the Bureau brings water to the high 
point on the farm units. It is responsible for the impounding of the 
water and for the distribution system to that point. The Department 
of Agriculture has the responsibility for buying and developing the 
land; subdividing it into farm units; selling the farm units; and for 
the farm irrigation systems. It has been a rather successful program. 

We think the money here proposed is entirely in line with our 
needs as far as 1954 is concerned. 
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EDEN VALLEY PROJECT IN WYOMING 


Mr. Horan. I see you have an increase here for the Eden Valley 
project. 

Mr. Dykes. That is correct, sir. 

Mr. Horan. Is that in order to expedite the completion of that? 

Mr. Dyxes. That is correct. We should go ahead with our work 
now, since the Bureau of Reclamation is ready to deliver water, or 
will be by next spring, and we should have the land ready. 

Mr. Dorny. It will be in standby status until spring. 


BUFORD-TRENTON PROJECT IN NORTH DAKOTA 


Mr. Horan. The Buford-Trenton project is at a reduced level of 
operations is it not? 

Mr. Dorny. We closed it down. 

Mr. Horan. Closed it down? 

Mr. Dyrxzs. Closed up development operations entirely. The land 
will be sold. 


PROGRESS ON WATER CONSERVATION AND UTILIZATION PROJECTS 


We would like very much to insert in the record at this point, if we 
could, a chart which shows estimated funds required to complete 
dev elopment and sale of water conservation and utilization projects. 
It covers those still active at this time. Some of them have been 
completed, the land all sold, and the only thing that remains to be 
done is to collect the funds from the sale of the farms. 

Mr. Horan. I think we should have that for the record. 

Mr. Dykes. This is the long-range financial plan for the program. 

Mr. Horan. I would like to have this for the record. 

(The chart referred to is as follows:) 
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SCIENCES IN SOIL CONSERVATION 


Mr. Horan. We are dealing with known sciences here in soil con- 
servation. I want to know if any of our land-grant colleges have 
courses in soil conservation as such. 

Dr. SALTER. Quite afew have, Mr. Horan. We have worked closel, 
with the land-grant colleges and have assisted them to develop courses 
in soil conservation, many of them. 

Soil conservation is not a single science like soil management or crop 
production; it is really the art of putting many technologies together 
to fit the needs of a particular piece of land. In other words, it is a 
synthesis of technology to fit the needs of a farm. 

Mr. Horan. How many of the sciences are involved in the art of 
soil conservation? 

Dr. Satter. There are a good many. One is the science of soil 
classification, surveying, and identifying the conditions on the farm 
Then we have the problem of soil management; hydrology, including 
the conservation and management of water; the problem of agricul- 
tural engineering, both from the standpoint of the drainage and irriga- 
tion and the machinery necessary for the job of conservation farming 

There is a certain element of crop production, of course, pastures 
and grasses and crop rotation, and all of those things. 

I guess I mentioned soil management, which deals with the manage- 
ment of the soil, the treatment, the lime needed, the fertilization, 
things we do to prevent erosion. 

We are concerned with the treatment on wooded areas, which brings 
in forestry. We actually deal with the wildlife problems, game and 
that sort of thing. All of those come into consideration in working 
out a suitable plan of management. 

Mr. Horan. What schools have courses in soil conservation? 

Mr. Dykes. Mr. Horan, we will have to suppy that for the record. 

Mr. Horan. You will supply it for the record? 

Mr. Dyxers. I know there are several which are now offering degrees 
in soil conservation, but I cannot tell you what they are at the moment. 

Mr. Horan. I would like to have that supplied for the record. 

(The information requested is as follows:) 





ScHoous TEACHING Sort CONSERVATION 


Nineteen State colleges and universities offer majors in soil conservation 


Most of these schools give a degree in some other subject (such as agriculture, 
agronomy or engineering) with subjects related to soil and water being the major 
study. Few if any turn out well-rounded fully trained soil conservationists. 


Approximately 250 (estimated) teachers colleges and other institutions give 
considerable attention to teaching of soil conservation, either in a special course 
or integrated into geography, science or other course. No record is available 
but requests for information and personal contacts indicate that several thousand 
high schools and grade schools also incorporate basic information about soil and 
water into their regular subjects as a result of Service assistance and materials. 

Dr. Ketioce. Some of the schools would not necessarily call the 
course soil conservation. 

Mr. Dykes. That is true. 

Dr. Ke.ioae. In other words, some of our best schools have courses 
called ‘‘soil classification,’ “soil management,” “soil chemistry” and 
so on, rather than “soil conservation.’”’ As Dr. Salter pointed out, 
conservation is a synthesis or bringing together of several special 
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technical specialties. So whether or not a college has a single course 
called “soil conservation” would not indicate the extent to which 
they were training people that would be expert in the field that we 
call soil conservation. 

Mr. Horan. The reason for that is twofold. We hear a great deal 
of complaint because of scarcity of conservation technicians. I per- 
sonally hope that 30 years from now, if we continue at the present 
rate, and most of our initiating and inaugural work has been taken 
care of, and we go on a maintenance basis, that our army of soil con- 
servationists will not be so huge that it will be difficult to liquidate. 
For that reason I would urge and very much encourage, if I could, the 
use of means other than civil service status in building up the force 
necessary to do the job. 

That ought to be a valuable field in which proper administration of 
this service could be applied. 

Dr. Satter. We are looking ahead quite aways, Mr. Horan. We 
are looking to the time we are going to be able to legitimately cut 
down the program. I expect very few people in the program at the 
present time will still be doing work when that time comes. 

Mr. Horan. But those people will be building their house on the 
foundation you are laying. 

Dr. Satrer. That is correct. 

Dr. Kettoce. The estimates of people who have studied this 
problem in the universities are quite pessimistic now on the number 
of engineers and scientists who will be graduating during the next 
few years in relation to the number needed, both public and private. 
This problem of getting skilled people is bound to get a bit worse 
before it can possibly get better. 

Mr. Horan. What are the reasons for that? 

Dr. Ke_itoae. I do not know all of the reasons. I think part of the 
trouble has been the uncertainty that the Korean situation has planted 
in the minds of many of our young people about their future. Then 
too, there has been a large expansion of business generally in the 
country. So that at the present time I doubt that we could touch a 
cood fresh graduate in engineering from an institute like Massachu- 
setts Institute of Technology with the beginning civil-service grade. 
He could get much more salary than the most we could pay a beginning 
graduate, because of the opportunities in industry. Now, the same 
thing is also true in many other scientific fields. 

Another reason advanced by some educators is that our young 
students are not getting proper training in high schools for scientific 
careers. That group thinks that the newer methods in high-school 
teaching which have, as you know, reduced the attention to language 
and mathematics in favor of the humanities, has reduced the number 
of high-school students who are eligible to go into the good scientific 
schools. 

Anyway it is true that a smaller percentage of our high-school 
students today are eligible to go directly from high school into good 
scientific and engineering institutions for college work. 

Now who ought to have the blame, I do not know, but the situation 
is quite critical. 

Mr. Horan. I raised this question because, on one hand, we are 
being urged to get more technicians, and I wonder where they are 
coming from. On the other hand, I know we are going to do it one 
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way or another. I am worried for fear that we might be starting 
something here that might be embarrassing later on because of it’s 
size in personnel. 

If there were alternate methods of managing this whole business of 
soil and watershed conservation, I would like to know what they are 
and urge their use, if at all possible. 

Dr. Sauter. Our immediate problem, of course, Mr. Horan, is to 
find adequately trained people for the job and enough of them. 

We have gone to rather extreme measures in the way of in-service 
training. We take some people who are perhaps not so well qualified 
and train them to do our work. On the other hand, we have worked 
our arrangements with a number of land-grant colleges whereby we 
take on students as aides during the summer months and give them 
a certain amount of training. We get them interested during their 
sophomore or junior year, and then they come back the next summer. 
Then we give them a job when they graduate. 

They get considerable guidance as to what they should take their 
senior year in college, and they come out pretty well qualified to go 
into the service. But we have to go to all of those measures in order 
to get. enough qualified personnel. 

Dr. Keiioae. I do not think you have to be concerned, Mr. Horan, 
because most of the men who go into soil conservation work, and who 
are good at it, find an enormous number of opportunities in commercial 
agriculture and in many kinds of agencies that service agriculture. 
In fact, we have quite a turnover, as Dr. Salter has pointed out, with 
our present grade structure. Then, too, there are a large number of 
people in our Service who are staying in the Service at a considerable 
sacrifice to their families in relation to what they could get in private 
industry and other places. 

Mr. Dyxegs. Our turnover is about 10 percent a year. 

Mr. Hunrer. That is much lower than the average, fortunately. 

Mr. Dyxess. Very fortunately, Mr. Hunter, because the supply is 
limited and, of course, industrial firms, institutions of one sort and 
another, hire these people. They do not want to fight for the poorer 
people. They try to find the better people to hire away from us. It 
is fortunate that we have a group of people who are dedicated to the 
job, as Dr. Kellogg was saying. That is really what it has amounted 
to since many or them have passed up opportunity after opportunity 
to go into other lines of work at higher salaries. 

Mr. Horan. I think that completes everything. I want to thank 
you gentlemen for appearing, and I think it was a good hearing. 

We want you to pay particular attention to a well-rounded and 
adequate review or all the things we are doing in the Department of 
Agriculture in flood prevention when we have you up here on the 16th; 
also a clear picture of the authorizations and all of the things that we 
have started but have not been finished and their relation to other 
departments and other agencies. 

Dr. Satter. Very well. 

Mr. Horan. The committee will adjourn until Monday morning, 
April 13, at 9:30 a. m. 
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PRODUCTION AND MARKETING ADMINISTRATION 


AGRICULTURAL ADJUSTMENT PROGRAMS 


WITNESSES 


HOWARD GORDON, ADMINISTRATOR, PRODUCTION AND MARKET- 
ING ADMINISTRATION 

MARCUS BRASWELL, DEPUTY ADMINISTRATOR, PRODUCTION AND 
MARKETING ADMINISTRATION 

ROBERT BEACH, BUDGET OFFICER, PRODUCTION AND MARKET- 
ING ADMINISTRATION 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICULTURE 


Mr. ANDERSEN. Gentlemen, the committee will come to order. 
We will now take up the estimates for the agricultural production 
programs, which, I believe, Mr. Gordon, you requested be considered 
from now on as ‘the agricultural adjustment programs. 

We will insert pages 110 and 111 and 112 through 127 of the justi- 
fications, together with a comparison of original and revised esti- 
mates, in the record at this point. 

(The matter referred to is as follows:) 


AGRICULTURAL ADJUSTMENT PROGRAMS 


Appropriation act, 1953 . $10, 000, 000 
Reductions pursuant to: 
pens Ge 25... 3s 
Sec. 412 
, 219 


Proposed transferred from other appropriations +-3, 150, 000 
Adjusted appropriation, 1953, and base for 1954 13, 145, 781 
Revised budget estimate, 1954 35, 600, 000 
Net increase (due to work on acreage allotments and marketing 
quotas on wheat and cotton, elimination of work on production 
goals and cotton acreage determination and reduction of work 
involved in assuring farmers adequate farm materials, equipment 
_.. +22, 454, 219 


Project statement 


1952 1953 | Increase or | 1954 revised 


bs 
Project | (estimated) decrease | (estimated) 





%, 734 t- ) $10, £00, 000 | 4-04, 750, 000 
1, $42, 531 —1, 492, 431 


1, Acreage allotments and marketing quotas. . 


| 
| 
“7 
ma 250, 000 
2. Production goals and assistance to farmers... | 


5leé 350, 000 
3. lbetermination of cotton acreage - “ah 803, 250 —803, 250 


| 
at = 


10, 000, 000 ‘13, 145, 781 +22, 454, 219 


Unobligated balance - - 


Total available or estimate 35, 600, 000 


Proposed transfers from other appropriations 5 deisel —3, 150, 000 


Total appropriation or estimate. -.._- 10, 000, 000 10, 000, 000 


Reductions pursuant to secs. 411 and 412- pt, 219 . 


INCREASE 


(1) An increase of $24,750,000 under project 1 providing a total of $29,250,000 
for work on acreage allotments and marketing quotas on wheat and cotton. 

Objective-—The purpose of the increase is to provide funds for expenses to be 
incurred incident to the formulation and administration of acreage allotment and 


80505—53—pt. 3——-40 
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marketing quota programs on wheat and cotton. Funds are not available and 
preparations have been made for meeting the requirements of law which proyj 
the means by which must be met the problems created by burdensome sup; 
resulting from high production goals in the past. Such preparations must 
started as soon as funds can be made available. The production of wheat a 
cotton must be brought in line with normal demand to prevent the accumulati: 
of burdensome supplies, and a means must be provided whereby farmers eff; 
tively can adjust marketings in line with demand so as to obtain a fair price and 
fair share of the available market. 


Wheat 


Statutory requirements.—Sections 331-339 of the Agricultural Adjustment Ac; 
of 1938, as amended, provide that a national acreage allotment be proclaimed eac} 
vear and that quotas must be proclaimed for wheat when the total supply exceeds 
the normal supply by more than 20 percent, or if the average farm price of wheat 
does not exceed 66 percent of parity for 3 successive months and the total sup; 
is not less than the normal supply. 

Supply sttuaiior The current estimated 1952 wheat crop of 1,291 milli 
bushels, the third largest in history, provides a total supply large enough to mex 
all requirements and increase reserve supplies to about 550 millioa bushels. Cor 
tinued unlimited production in the face of declining export markets would result 
in additions to burdensome supplies with consequent further depression in prices 
and severe losses to growers. With a carrvover of 550 million bushels, ey 
with a sharply reduced crop in 1953, as currently indicated, supplies are expect: 
to be sufficiently large to require the proclamation of marketing quotas on t! 
1954 crop as provided in the Agricultural Adjustment Act of 1938, as amended. 

On the basis of present outlook, it appears that the supply situation on wheat 
would require the proclamation of acreage allotments and marketing quotas o1 
the 1954 crop in accordance with the law. The Agricultural Adjustment Act of 
1938. as amended, pro\ ides that: 

1. Not later than July 15, 1953, the Secretary shall ascertain and proclaim the 
total supply and the normal supply for the marketing year beginning July 1, 1953, 
and shall proclaim a national acreage allotment for the 1954 crop of wheat unles 
suspended because of a national emergency or increase in export demand. 

2. If the Secretary determines that the total supply exceeds the normal suppl 
by more than 20 percent or if the average farm price does not exceed 66 percent 
of parity for 3 successive months and the total supply is not less than the norr 

ipply, he shall, not later than July 1, 1953, proclaim such fact, and during thi 
marketing vear beginning July 1, 1954, and continuing throughout such market 
ing year, a national marketing quota shall be in effect with respect to the market 

r of wheat. 

3. Between the date of issuance of the proclamation of the national marketing 

uota and July 25, 1953, a referendum shall be held. Quotas must be approved 
bv at least two-thirds of farmers voting to become effective. 

Plan of work It cannot be assumed that the proclamation of acreage allotment 
and marketing quotas on the 1954 crop of wheat will eliminate the necessity for a 
oclamation on the 1955 crop and should it possibly become unnecessary t 
proclaim quotas on the 1954 crop, thev will be even more likely to be required 
on the 1955 crop. Hence, the work will include not only that in connection wit! 
work on the 1954 crop allotments and quotas, but also the preparatory wor! 
required on a 1955 crop program. There follows a list showing the work necessar\ 

on 1954 and 1955 crop allotments and quotas. 





> 








Crops 
1. Collecting basic data on planted acreages and yields___........-- 1955. 
2. Reconstituting farms ar , .. 1955. 
3. Contacting farmers to obtain basic data . 1955. 
1. Computing war crop credit ; ~---. 1954-55 
Computing civersion credit . 1954-55. 
. Determining individual farm allotments and yields by local com- 1954-55. 
mittees, 


7. Preparing listing sheets and allotment notices. -_-_ a 1954=55. 
8. Preparing allotment regulations, procedures, and forms os 1954-55. 
9. Preparing regulations, procedures, forms, etc., for marketing quota 1954. 


referendum 


10. Holding marketing quota referendum - : : : 1954. 
11. Considering appeals é wie = _..--. 1954-55. 
12. Developing farm marketing quota forms Jo Sees Be sce 1954. 









Crops 







Measuring forms. - - 1954. 
14. Computing acreage 5 1954, 
Preparing and issuing marketing quota notices . ; 1954. 
Receiving recording, and processing marketing reports, penalties, ete. 1954. 








[his work will be necessary for an estimated 2,100,000 wheat farms 













fon 





Statutory requirements.—Sections 341-348 of the Agricultural Adjustment Act 
1938, as amended, provide that quotas must be proclaimed for upland cotton 
en the total supply exceeds the normal supply, and for long-staple cotton when 
e total supply exceeds the normal supply by more than 8 percent unless sus- 
pended because of a national emergency or an increase in export demand, 
Supply situation.—Cotton crops of 15.1 million bales in 1951 and the current 
mate of 14.9 million bales in 1952 provide total supplies large enough for all 
lirements and an estimated carryover of 4.3 million bales as of August 1, 
53. Current prospects for domestic consumption and exports indicate that 
1953 crop of 13.2 million bales, 1.8 million bales below the 1951—52 average, 
iid require the proclamation of marketing quotas on the 1954 crop as provided 
ie Agricultural Adjustment Act of 1938, as amended. 
On the basis of present outlook, it appears that the supply 
proclamation of acreage allotments and 
The Agricultural 
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Delerminations. 
iation on cotton will require the 
irketing quotas on the 1954 crop in accordance with the law. 

\djustment Act of 1938, as amended, provides that: 

Not later than October 15, 1953, if the Secretary determines that the total 
y of cotton for the marketing vear beginning August 1, 1953, will exceed 

10rmal supply for such marketing vear, he shall proclaim such fact and a 

itional marketing quota shall be in effect for the crop of cotton produced in 

954. For long-staple cotton, marketing quotas shall be in effect for the 1954 
p if the total supply exceeds the normal supply by more than 8 percent. 

2. The national acreage allotment must be proclaimed not later than October 
1953. The latest practicable date for mailing notices to farmers before 

lecember 15, by which date the referendum must be held, is December 1, 195: 

order to be in position to determine the allotments for each farm by December 
1953, the large amount of work necessary to make these individual determi 

ations must be started as soon as possible. In order to have marketing quotas 
they must be approved by at least two-thirds of the farmers voting in 















fective, 

referendum, 
Plan of work 
ents and marketing quotas on the 1954 crop of cotton will eliminate the necessity 
Hence, the work will include not only that 
but also the 





It cannot be assumed that the proclamation of acreage allot 






proclamation on the 1955 crop. 
connection with the work on 1954 crop allotments and quotas, 
reparatory work required on a 1955 crop program. The completion of ‘ 
eparatory work for 1954 cotton allotments will be done in the fiscal year 1954 
follows a list showing the work necessary on 1954 and 1955 crop allotment 










re 
i quotas. Crops 
1954 and 1955 
1954 and 1955 






Collecting basic data on planted acreages and yields 
» Reconstituting farms 












3. Contacting farmers to obtain basic data 1954 

1. Computing diversion credit 1954 
Determining individual farm allotments and yields by local 

committees 1954 

6. Preparing listing sheets and allotment notices 1954 

7. Preparing allotment regulations, procedures, and forms 1954 
§. Preparing regulations, procedures, forms, ete. for marketing 

quota referendum 1954 

9. Holding marketing quota referendum 1954 

0. Considering appeals 1954 

Developing farm marketing quota forms 1954 

2. Measuring farms 1954 

1954 






s. Computing acreage 





Chis work will be required for an estimated 1,350,000 cotton farms. 





Financial requirements It is estimated that $29,250,000 will be required for 


in connection with establishing acreage allotments and proclaiming mar- 






rk 
ting quotas on wheat and cotton as follows: 








Work 


State offices: 


1. National and 

(a) Preparing instructions, 
procedures, forms and cor- 
respondence, and compil- | 
ing basic crop data required 
for determining allotments 

(6) Computing and compil 
ing national and State 
allotments, reviewing 
county acreage allotments, 
and supervising the deter- 
mination of individual 
farm allotments . 

(c) Supervising the referen- 
dum and compiling and 
determining its result 

(d) Supervising the measure- 
ment and computation of | 
planted acreages, and spot 
checking acreage measure- 
ments and computations 

(e) Assisting counties in han- | 
dling violations; work on 
penalty collections; super- 
vision of the determination 
of producers’ quotas, the is- 
suing of marketing cards 
and the collection and dis- 
position of penalties 

(f) Auditing county commit- 
tee records 








Total personal services 
All other expenses. 


Subtotal, National and 
State 
2. Analyzing background informa- 


tion and preparing basic acre- 
age and production estimates 
(work to be performed by Crop 
Reporting Service, B. A. E 


Totaladministrative ex- 
penses, Sec. 392 


3. County committees 
data 


(a) Collecting basic 
from individual farm- 
ers, reconstituting 
farms, and reviewing, 
processing, and record- 
ing data 

(6) Determining individual 
farm allotments | 

(c) Reviewing allotments | 


(d) Handling farmerappeals | 


(¢) Preparing and mailing | 
notices to farmers | 

(f) Conducting referendum. _| 

(g) Measuring farms 

(h) Computing acreages 

(i) Preparing and issuing | 
marketing quota no- | 
tices 


(Y) Receiving, recording, and 
processing marketing 
reports, penalties, etc 


Total personal serv- 
ices 
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Wheat 


Man- 


years 


40.8 


112.9 


53.0 


380. 6 


452. 3 
121.2 
315.0 


104.9 
589. 6 


1, 292.3 


331.2 


306. 9 


| 


589. 6 | 


Amount 


$190, 950 | 


583 


, 950 


248, 618 | 


77, 433 | 


, 433 |- 


72, 967 
85, 688 | 


655 | 


, 000 | 


8, 655 


511, 560 
1, 094, 310 
244, 860 | 
710, 640 


244, 755 
1, 187, 865 
2, 701, 

794, ! 





711, 060 | 





1, 381, 065 


| 


9, 581, 775 


Fiscal year 1954 








5, 225. 5 




















Cotton Total 
Man- | Man- 
years Ameunt | years An 
70.0} $327,319} 1108] $518 
| | 
| | 
| | 
110. 6 | 514, 094 | 223. 5 1, 034 
| | 
| 
69.9 327, 319 | 125. 4 | 585 
| 
74.4 | 347,931 27.4 596 
| | 
| | 
| 
| 
| | 
| | | 
Ls 50.2] 27 
| 59. 2 | 277, 
324.9 | 1,516, 663 705.5 | 3,289 
| 325, 990 | 711, 
| : iin 
324.9 | 1, 842, 653 | 705. 5 4, 001, 
| 
| 125, 000 185, 
— since 
| 1, 967, 653 4, 186 
1,673.9 | 3,586,330 | 1,916.3 4, 097, 89 
264. 8 642, 060 717.1 1, 736, 370 
83.1 188, 460 204. 3 433, 320 
166. 2 378, 607 481.2 1, 089, 247 
57.1 133, 785 162.0 378, 540 
436. 2 872,573 | 1,025.8 2, 060, 438 
1,962.7 | 4,094,211 | 3,255.0 6, 795, 33 
581.5 | 1,395, 158 912.7 2, 189, 693 
; 306. 9 711, 060 
Me invest 589. 6 1, 381, 065 


11, 291,184 | 9,570.9 | 20,872, 959 


Fiscal year 1954 
W heat 


Man- 


years Amount 
et 


by type of personnel: 


inty committee $2, 143, 260 ( 5, 3, 958, 470 
Community committee ; 2, 470, 860 > » 3 . 560 
All other personnel 4, 967, 655 5 4,17 l 7, 929 


lotal personnel | 4,345.; 9, 581, 775 5 : 9, 57 0), 872, 959 
{ll other expenses 1, 870, 570 5 3, 990, 733 


lotal, local administration, | 
sec, 388 452. 345 : | © 692 
rinting and reproduction 110. 000 ¥O0, 000 


otal estimate. > 3, 781, 000 5, 469, 000 


DECREASE 


2) A decrease of $1,492,531 under project 2 due to elimination of work on 


production goals and reduction of work involved in assuring farmers adequate 
farm materials, equipment, and facilities. 

The work on production goals financed from this appropriation will be eliminated 

1954. This work involved carrying the production-goals program to State 
und county levels by indicating county-crop goals for the guidance of farmers 

local communities. 

All work on reports and surveys on fertilizers, pesticides, equipment, and other 
agricultural materials and facilities and assistance to farmers in procuring such 
items will be eliminated in 1954 on the assumption that materials and facilities 
will be in sufficient supply to be readily available to all producers. The work of 
assistance to selective-service boards by furnishing information on the type, 

ope, and importance to needed agricultural production of farming operations 

pendent on farmers subject to the draft or those already in the armed services 
| be continued. 
3) A decrease of $803,250 due to elimination of the project “‘Determination 
f cotton acreage.” 

The 1952 Agricultural Appropriation Act included language providing funds 
for measuring acreage planted to cotton regardless of whether marketing quotas 
were in effect. This language was included in recognition of the need for main- 
taining accurate, current acreage data to be used in the event marketing quotas 
became necessary, in establishing individual farm allotments so as to reduce to 
a minimum inequities which might result in the absence of adequate data. 

The funds provided were not sufficient for actual measurement of acreage. 
The Congress was so advised by the Department, but was assured that within 
available funds, every effort would be made to keep up-to-date records in lieu of 
actual measurement, by means of survey cards submitted by farmers to county 
PMA committees reporting on planted cotton acreage in production, cropland, 
and total land in the farm. At the request of the Department the language was 
eliminated from the 1953 Appropriation Act with the understanding that work 
on maintaining cotton-acreage data would be continued. 

Since it is probable that acreage allotments and marketing quotas will be 
required on the 1954 crop of cotton, provision for this type of cotton acreage 
reporting is eliminated in the 1954 budget on the assumption that it will be 
necessary through other means of financing to obtain current data on cotton 
acreage along with other expenses necessary to administer an acreage allotment 
and marketing-quota program on the 1954 crop of cotton. 


CHANGES IN LANGUAGE AND TITLE 


The estimates include proposed changes in language and title of the item as 
follows (new language underscored; deleted matter enclosed in brackets) : 
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“ AGRICULTURAL [rropvuction] ADJUSTMENT PROGRAMS 


“Agricultural [Production] Adjustment Programs, Production and Market 
Administration 
“To enable the Secretary to formulate and carry out acreage allot: 

and marketing-quota programs pursuant to provisions of Title IIT of 
Agricultural Adjustment Act of 1938, as amended (7 U. 8. C. 1301-1393 
and to provide advice and assistance [in obtaining equipment, materia 
and facilities necessary to attain needed production of agricultural 
modities, $10,000,000] to selective service authorities in connection with 
labor, $35,600,000, of which not more than [$8,000,000] $5,600,000 sha 
be transferred to the appropriation account “‘Administrative expenses, S: 
tion 392, Agricultural Adjustment Act of 1938’: Provided, That $5,750,001 
of this appropriation shall be placed in reserve pending determination by t) 
Secretary as to the necessity of marketing quotas for the 1954 crop of wheat 
this amount shall be released in such sums and at such times as may be det 
mined by the Bureau of the Budget to be necessary.” 


Changes in language 


The first change in language deletes the provisions for assistance to farmers t 
procure the equipment, materials, and facilities necessary to attain needed pro- 
duction of agricultural commodities except for advice and assistance to selectiv: 
service authorities in connection with farm labor. 

The second change provides that $5,750,000 of this appropriation shall be plac: 
in reserve pending determination of the necessity for marketing quotas on the 1954 
crop of wheat and that this amount shall be released at such times and in su 
amounts as may be determined by the Bureau of the Budget to be necessary 


STATUS OF PROGRAM 


In 1952 acreage allotment and marketing-quota programs were in effect on o1 
two of the basic commodities—tobacco and peanuts. For other commoditie: 
another record-breaking output was requested. There are several reasons for th 
need for high levels of agricultural production: 

1. As a safeguard against the necessity of imposing domestic controls on food 
and fiber consumption. 

2. To hold down inflation. 

3. To successfully attain domestic and foreign objectives. Food is an instru 
ment of national policy. 

4. To provide for the direct military phases of the defense program. 

5. To build up reserves of some storable commodities, particularly feed grai: 
which are dangerously low. 

6. To provide for a rapidly increasing population. At the present rate of 
increase, there will be about 2.5 million more persons to feed and clothe from th: 
1952 crop and per capita consumption of food in this country is, on the average 
13 percent higher than it was 10 to 15 years ago. 


TOBACCO-ACREAGE ALLOTMENT AND MARKETING-QUOTA PROGRAM 





Quotas must be proclaimed whenever the total supply of tobacco as of thi 
beginning of the marketing year then current exceeds the reserve-supply leve 
(normal supply plus 5 percent thereof). Regardless of the supply situation, how- 
ever, legislation provides that a quota must be proclaimed for each kind of tobac« 
for which a quota was proclaimed in the preceding year. 

The marketing quota proclamation specifies in pounds of tobacco the quantit) 
which may be marketed during the next following marketing year. It is an 
amount which will make available for marketing, during that year, a supply equa 
to the reserve-supply level. For the 1953 crop, quotas were proclaimed as follows 





seit el Sahat Date | Number of | Number of 
; : proclaimed | pounds acres 
Flue-cured . July 1, 1952 |1, 234, 000, 000 QRS, ASt 
Burley do -.-| 546, 000, 000 430, 1100 
Fire-cured ..do ...-| 65, 300, 000 57, 000 
Dark air-cured cians 29, 800, 000 | 26, 500 
Virginia sun-cured do 4,854, 000 4, 900 
Southern Maryland Oct. 1,1952 42, 000, 000 52, 900 
Cigar filler and binder aoe 77, 000, 000 | 50, 500 
Pennsylvania filler eco 48, 500, 000 31, 70 
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rendum 


Within 30 days after the issuance of the proclamation of quotas, a referendum 
ist be held. The provisions relating to tobacco provide that in addition to 

oting on whether quotas are favored for a period of 1 year, the Secretary shall 
) submit the question of whether quotas are favored for a period of 3 years 
Farmers voting in referenda voted as follows: 


Marketing year 


Kind of tobacco Date Approved | Disapproved covered 


July 19, 1952 1953, 1954, 1955 
Nov. 22, 1952 7 1953, 1954, 1956 
ired_._- Dec. 7, 1951 } 1952, 1953, 1954 


1ir-cured . do 2 1952, 1953, 1954 


ia sun-cured | Nov. 22, 1952 ie 1953, 1954, 195 
thern Maryland | Oct. 29, 1952 7 1953 
ir filler and binder do c " 1953 
nsylvania filler do 


mination or increase in quotas 


The quota may be increased or terminated if, after investigation, it is determined 
that such action is necessary (1) to make available free of marketing restrictions 
a normal supply of tobacco (this must be done by March 1), (2) to meet a national 
emergency, and (3) to meet an increase in demand. 


State marketing quotas and acreage allotments 


The national marketing quota is apportioned among the States on the basis 
f historical production, and the volume of tobacco apportioned to each State is 
converted to a State acreage allotment on the basis of the average yield per acre 
during the preceding 5 years adjusted for abnormal conditions of production. 

There are set forth below, by States and by kinds of tobacco, the acreage 
allotted for 1952 and 1953: 


Allotted | Allotted 
1953 Acreage 1953 
(prelim- 1952 (prelim- 
inary) inary 


State and kind of tobacco State and kind of tobacco 


Flue-cured Fire-cured: 
Alabama -. 604 Kentucky... 2 22, 655 | 22, 780 
Florida 23, 714 23, 634 Tennessee 23, 506 23, 638 
Georgia | ‘ 114, 208 Virginia. 10, 611 10, 670 
North Carolina 5, 745, 743 Reserve for new farms 286 
South Carolina . 130, 203 
Virginia 3, 113, 134 inn 56, 77: 57, 374 
Reserve for new farms ! otbukate = 
- Dark air-cured: 
oe _—— 27, 530 | 1,127, 526 Indiana ...... 
aoa > Kentucky- 
Burley | Missouri... -- 

Alabama - - bine’ | 47 Tennessee - 
Arkansas ‘ co 77 Reserve for new farms 
Georgia 152 109 
Illinois. ...-.-- 21 9 Total_- 
0 12, 031 10, 700 
Kansas 214 167 || Virginia sun-cured: 
Kentucky- 312, 214 281, 283 Virginia 
Missouri 5, 310 4, 676 Reserve for new farms 
North Carolina_- a 12, 231 . 
er 15, 556 13, 810 Total 
Oklahoma ; 6 5 
Pennsylvania spbectbel 2 ’ 
South Carolina. atibaie 8 | 
Tennessee - .-- - ----| 94, 786 
Virginia ninieei 15, 937 
West Virginia- 4, 262 
Reserve for new farms... baie 


Southern Maryland: 2 
Kentucky. 
Maryland - 
North Carolina 
Tehnessee _. 
Virginia. 
Reserve for new farms 
74, 749 26, 43 Total.... 


See footnotes at end of table, p. 1484. 
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Allotted | Al 
’ Acreage 1953 . : | Acreage 
>and kinc obac ate: . P 1 
State and kind of tobace> 1952 (prelim- State and kind of tobacco 1952 | (pr 
| inary) | | j 
Cigar filler and binder: ? | Cigar filler and binder—Con. | 
Connecticut 11, 545 | 12, 096 Reserve for new farms 
Iilinois _.. 9 10 | [— 
Indiana 2 3 I re Ae 
Iowa | 9 10 — | 
Massachusetts 5, 704 5, 948 Pennsylvania filler: ? | | 
Minnesota 411 406 Kentucky. 23 | 24 
New Hampshire ll 10 Maryland... 5 | 
New York 479 | 444 Pennsylvania 30, 740 | 4 
ind « ctoain | 7,107 7, 317 Reserve for new farms 
Pennsylvania 568 572 
Vermont... | 12 | 13 |) Total | 30,768 { 
Wisconsin....._- a | 22, 170 23, 148 || | 
| | 
! Not established as of Dec. 17, 1952 
? Quotas for 1952 crop disapproved in referenda. 
Job timetable, 1953 crop 
ACREAGE ALLOTMENTS 
Job Fiscal year in which performed 


Collecting, reviewing, and compiling basic 1953 (July—October 1952). 
data and reconstituting farms. 

Determining, computing, compiling, and re- 1953 (October 1952-January 
viewing farm allotments and yields. 1953). 

Preparing and mailing notices__._.__.._.._____- 1953 (December 1952-—January 


1953). 
Handling appeals sa thle thee Seed . 1953 (January-February 1953) 
Measuring farms and computing acreages___._ 1953-54 (May—October 1953) 
Auditing county committee records________-- 1953-54 (March-—August 1953 


MARKETING QUOTAS 


Referendum (for all kinds of tobacco except 1953. 
fire-cured and dark air-cured). 

Determining producers’ quotas, issuing mar- 1954-55 (July 1953-August 1954 
keting quota notices and cards, handling 
marketing reports, violations, penalties, etc. 

Auditing county committee records_ ....-. 1954-55 (July 1953—August 1954), 





Legislation 

Two laws enacted during the 2d session of the 82d Congress will become opera- 
tive beginning with the 1953 crop: 

Public Law 464 approved July 8, 1952, amends the definition for “carryover” 
and “total supply” for Maryland tobacco, to provide for computing carryover 
as of January | following the beginning of the marketing year, instead of October 1, 
the beginning of the marketing year. This reduces the carryover and total supply 
by the disappearance of Maryland tobacco during the period October 1 and 
January 1, and consequently will require a larger marketing quota in order to 
bring the total supply to the reserve supply level. 

Public Law 528 approved July 12, 1952, reduces the minimum stated acreage 
of burley from 1 acre to seven-tenths of an acre. Under present legislation, some 
growers are protected against having their allotments reduced below 1 acre 
(pursuant to provisions of Public Law 276, 78th Cong.), while many other growers 
have no such protection. Farms without that protection and with allotments of 
1 acre or less have had their allotments reduced 32 percent since 1945, while 
those whose small allotments were protected suffered no decrease but actually 
have had their acreage increased during the same period. Since the production of 
burley is characterized by a large number of very small acreage allotments, there 
was definite need for legislation to equalize among all growers the adjustments 
which must be made from time to time in burley acreage allotments. 
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ALLOTMENT AND MARKETING QUOTA PROGRAM 





PEANUT ACREAGE 






Proclamation of quota 
Regardless of the supply situation, a national marketing quota must be pro- 
claimed between July 1 and December 1 of each calendar year. The national 


marketing quota for the 1953 crop, announced November 17, 1952, is 663,000 tons. 








{mount of quota 

he amount of the national marketing quota is that quantity of peanuts which 
will make available from the crop with respect to which the quota is proclaimed, 
a supply equal to the average quantity of peanuts harvested for nuts during the 
5 years preceding the year for which the quota is proclaimed, adjusted for current 
trends and prospective demand conditions. 










Termination or increase in quotas 
The quota may be terminated or increased to meet a national emergency or an 
increase in export demand. 







National acreage allotment 

The national marketing quota, expressed in tons of peanuts, is converted to a 
national acreage allotment by dividing the quota by the normal yield per acre 
letermined on the basis of the average yield per acre in the preceding 5 calendar 
years. Adjustments are made for trends in yields and for abnormal conditions of 
production affecting yields during the 5-year period. The national acreage allot- 
ment for 1953 is 1,678,481 acres (1,326,000,000 pounds divided by the normal 
yield of 790 pounds per acre). 












State acreage allotments 
Che national acreage allotment is apportioned among the States on the basis of 
their share of the national acreage allotment for the most recent year in which an 
apportionment has been made. 
There are set forth below, by States, the acreages allotted under the 1952 and 
1953 programs: 


























| | 
Acreage | Acreage | Acreage Acreage 
allotted, allotted, allotted, allotted, 
1952 1953 | 1952 1953 

SR ncneconaes 226, 508 227, 236 || North Carolina__._-.-_- | 175, 429 | 175, 993 
Arizona. _. 746 | 748 || Oklahoma 142, 705 143, 164 
Arkansas | 4, 385 4.399 || South Carolina | 14, 282 | 14, 328 
California... a 977 980 || Tennessee. } 3, 704 3, 716 
Florida_.........- 56, 924 57,107 || Texas os 368, 980 | 370, 166 
Georgia ._......- e 545, 171 546,925 || Virginia.. 109, 678 110, 031 
Louisiana a | 2, 040 2, 047 Reserve for new farms... 8, 366 8, 392 
Mississippi ' naul 7, 853 7, 878 . - 
Missouri ; , 255 256 Wisttducces ha 1, 673, 102 1, 678, 481 
New Mexico 5, 099 5, 115 









Job timetable, 1953 crop 











ALLOTMENTS 


Fiscal year in which performed 


ACREAGE 





Job 
Collecting, reviewing, and compiling basic 1953 (October 1952—-May 1953). 
data and reconstituting farms. 
Determining, computing, compiling, and 1953 (October 1952—-May 1953) 
reviewing farm allotments and yields. 
Preparing and mailing notices__......... 1953 (November—December 1952). 
Handling appeals 1953 (January—February 1953). 
Measuring farms and computing acreages. 1953-54 (March—-November 1953) 
Auditing county committee records - _ - - - - 1953-54 (March—August 1953). 


















MARKETING 





QUOTAS 





teferendum (marketing quotas were ap- None. 
proved through 1953 marketing year in 
a referendum held in December 1950). 

Determining producers’ quotas, issuing 1953, 1954, 1955 (June 1953-Septem- 
marketing quota notices and cards, ber 1954). 
handling marketing reports, violations, 
penalties, etc. 

Auditing county committee records -_ - 










1954 (September 1953-May 1954). 
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Le gis ation 


Public Law 285, 82d Congress, approved March 28, 1952, repeals the provisio 
of the Agricultural Adjustment Act of 1938, as amended, which permits farmers 
to plant peanuts in excess of their peanut acreage allotments up to their 1947 
acreage without penalty provided they market the peanuts harvested from s\ 
excess acreage through agencies designated by the Secretary of Agriculture 
crushing oil. Public Law 285 also repeals the provision which provides that 
peanut marketing quotas shall not apply to nor interfere with the inauguratio 
or operation of any program approved by the Secretary of Agriculture to establis} 
new uses or expand markets for peanuts and peanut products. 


ie} 
AC 
f 


COTTON ACREAGE ALLOTMENT AND MARKETING QUOTA PROGRAM 


On October 6, 1952, it was announced that no acreage allotments or marketing 
quotas would be in effect on the 1953 crop of upland or long staple cotton. 

Under the provisions of the Agricultural Adjustment Act of 1938, as amended 
the Secretary is required to proclaim a national marketing quota by October 1) 
whenever he determines that the total supply of cotton for the marketing year 
which begins in that calendar year will exceed the ‘‘normal’” supply. In the cas 
of extra long staple cotton, a proclamation is required whenever the total supply 
exceeds the “‘normal’’ supply by more than 8 percent. ‘‘Normal” supply is 
defined in the act as the estimated domestic consumption and exports during thi 
marketing year plus a carryover of 30 percent. 


[ ‘pland cotton 


Total supply, 1952-53 marketing vear 
Carryover, Aug. 1, 1952 2, 682, 000 
Indicated production, 1952 crop 13, 684, 000 
Estimated imports_- 85, 000 





Total _ 16, 451, 000 


Normal supply, 1952-53 marketing year: 
Estimated domestic consumption for marketing year beginning 


Aug. 1, 1952 9, 410, 000 
Estimated exports for marketing vear beginning Aug. 1, 1952 _ 4, 500, 000 
Plus 30 percent allowance for carryover 4, 173, 000 

Total : a cegee aaeee ewig hae i ax aah ona et, 


The total supply of upland cotton is therefore 1,632,000 bales below the 
“normal” supply, the level at which quotas would be called for. 


Extra long-staple cotton 


Section 371 (b) of the Agricultural Adjustment Act of 1938, as amended, 
authorizes the Secretary to dispense with marketing quotas for any agricultural 
commodity to which the provisions of title ITI of the act are applicable, if he finds 
after appropriate investigation that such action is necessary to meet a national 
emergency or an increase in export demand for the commodity. 

According to the Department’s determinations, the total supply of extra long- 
staple cotton exceeds the normal supply by more than 8 percent. However, 
because extra long-staple cotton is a strategic raw material for national defense 
marketing quotas for the 1953 crop of long-staple cotton produced in the United 
States are not being proclaimed. 

Under provision of law, the acreage planted to cotton in 1953 will be considered 
as part of the base acreage in establishing future cotton-acreage allotments. 
Legislation 

Publie Law 585, 82d Congress, approved July 17, 1953, amends section 347 of 
the Agricultural Adjustment Act of 1938, as amended, to clarify provisions 
pertaining to acreage allotments and marketing quotas on extra long staple cotton. 
Liquidation of 1950 cotton marketing quota program 

Inasmuch as the marketing year for the 1950 crop of cotton did not end until 
July 31, 1951, activities in connection with liquidating the 1950 program did not 


begin until after that date. Work performed during the fiscal year 1952 included 
the following: 
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Vational and State 
1. Preparing procedures and instructions for the work of the PMA State and 


county committees. 
2. Auditing and approving reports and records of farms with excess cotton 


acreage. 

3}. Preparing and issuing instructions for unsettled cases. 

{. Contacting producers, ginners, and buyers regarding production, ginnings, 
marketings, and penalties. 

5. Checking and supervising preparation of the farm record sheet for farms as 
onstituted in 1950, with particular reference to cotton data. 

6. Auditing county records. 

7. Posting and checking final reports and records of farms with excess cotton 
acreage. 

8. Preparing violation cases for possible legal action. 

9. Receiving and depositing penalties, auditing requests for refunds of penalties 
and preparing vouchers therefor. 


County 
|. Posting 1950 cotton data on the farm record sheets. 
2. Preparing reports and records of farms with excess cotton acreage. 


3. Investigating penalty cases and closing out overplanted farm accounts, 
including: 
(a) Adjusting farm marketing excesses. 
(b) Checking ginners’ and buyers’ records to verify production reported 
by overplanted farm operators. 

1. Reviewing, approving, and transmitting applications for refunds. 

5. Collecting, issuing receipts for, and transmitting penalties. 

6. Assisting State office personnel in auditing records. 

7. Transmitting final reports and records of farms with excess cotton acreage 
to the State office. 

8. Entering unpaid penalties on the debt register. 

9, Assisting in investigations and preparing documents for cases investigated. 

Regulations Pertaining to Acreage Allotments and Marketing Quotas for the 
1950 Crop of Cotton provided that interest at the rate of 6 percent per annum 
would commence to accrue on March 16, 1951, on all unpaid cotton marketing 
quota penalties. In order to effect the collection of the unpaid penalty in as 
many cases as possible before it became necessary to process such cases for legal 
action, a notice was sent to operators of all farms with unpaid cotton marketing 
juota penalties by registered mail, return receipt requested, about April 1, 1951, 
again calling attention to the amount of penalty due and that interest had com- 
menced to accrue on March 16 at the rate of 6 percent per annum. Operators 
were given an opportunity to remit to the county committee the penalty due 
plus interest within 10 days from the date of the letter before action would be 
taken to refer the case to the State committee with a view to the institution of 
legal proceedings for collection. 

Upon the expiration of the 10-day limit, the county committees with the assist- 
ance of the State fieldmen, screened the cases remaining unpaid for the purpose of 
selecting for legal action the cases in each county where (1) the violation of the 
regulations was so flagrant as to affect adversely the administration of present or 
future programs in the particular area, of (2) where the unpaid amount involved a 
large sum of money. When the screening of the cases had been completed, the 
county committee forwarded the cases selceted to the State committee with a 
recommendation of the action to be taken to collect the amounts due. 

Upon receipt of the cases form the county committees, the State committee 
further screened the cases with a view to selecting for legal action those cases 
where successful prosecution would have the most beneficial effect in particular 
areas or in the State. 

Sereening of the cases did not mean that legal action would not be taken on the 
cases remaining if such action became feasible. At the beginning of the fiscal year 
1952 there were approximately 911 unsettled penalty cases. Settlement of 123 
cases was effected during the fiscal year 1952, leaving a balance of 788 cases with 
penalties amounting to $66,342.61 as of the beginning of the fiscal year 1953. 

The following table shows the number of unsettled cases remaining by size 


groups: 
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Group Number Amount 
— = = — = depnenteetrenmeneeicnmereninniihs stcatneetaseseeemsnapshnieseetill bineseetinemenes 
Less than $10 . 3 163 $822 77 
$10 to $24.99 153 | 2, 549. 4 
$25 to $49.99 ‘ , 172 6, 291. 91 
$50 to $99.99 5 ? 142 10, 157.29 
$100 to $199.99 O4 13 4 
$200 to $499.99 50 | 14. 734. 48 
$500 and over ‘ maid 14 | 18. 392 
Total ; ce ciaademaeanal 788 66. 342 


Thirty-two of the above cases have been forwarded to the Solicitor recommend 
ing legal action. 

All unsettled 1950 cotton marketing quota cases will remain on the Register o/ 
Indebtedness until settlement is effected or forced collection is no longer possible 
because statutes of limitations have expired. 


WHEAT ACREAGE ALLOTMENT AND MARKETING QUOTA PROGRAM 


On June 19, 1952, the Secretary announced that there would be no acreage 
allotments or marketing quotas on the 1953 crop of wheat. 

The announcement followed a finding that the supply of wheat for the 1953-54 
marketing year would be larger than the quantity that would normally requir 
proclamation of marketing quotas, but that wheat production considerably larg 
than the quantity called for under acreage allotment provisions of the Agricultu 
Adjustment Act of 1938, as amended, will be needed. 

It was determined that no acreage allotments and marketing quotas would be 
used for the 1953 crop in view of the national emergency and the need to main- 
tain reserve supplies of wheat sufficiently large to meet unpredictable situations 
which may develop during a continuation of the emergency. 


r 
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CORN ACREAGE ALLOTMENTS AND MARKETING QUOTAS 


On November 17, 1952, it was announced that there would be no marketing 
quotas or acreage allotments on the 1953 crop of corn. 

In order to proclaim marketing quotas, the supply would have to total 4,244 
million bushels. The actual supply for 1952-53 has been established at only 
3,793 million bushels, which is 451 million bushels less than the amount required 
for quotas. 

It was decided to dispense with acreage allotments, as authorized by the act, 
in order to help maintain a continuous and stable supply of corn during the defense 
emergency. Anticipated requirements for corn during the 1953-54 marketing 
year and the need to maintain reserve stocks at a relatively high level, require 
that no action be taken which might discourage the planting of an increased 
acreage of corn in 1953. 

During the past 2 years, the reserve supplies of corn in the United States have 
been reduced by slightly more than 350 million bushels. On October 1, 1952, the 
reserve stocks were down to 489 million bushels, as compared with 739 million 
on October 1, 1951, and 845 million on October 1, 1950. Although the current 
rate of feeding is at or near a record level, the 1952 production of corn, as now 
estimated at 3,303 million bushels, will provide a supply sufficient to halt the 
decline in reserve stocks and permit a slight improvement in the supply position 
at the end of the 1952-53 marketing year. 





RICE ACREAGE ALLOTMENT AND MARKETING QUOTAS 


On December 10, 1952, it was announced that there would be no acreage 
allotments on the 1953 crop of rice. 

The supply of rice is below the quantity which would require marketing quotas 
under the provisions of the Agricultural Adjustment Act of 1938, as omental. 

Action in dispensing with acreage allotments, as authorized by the act, was 
taken in view of the unsettled political conditions in most of the surplus rice- 
producing countries of the world and because of prospective heavy export demand 
for United States rice in 1953-54. Exports have been running about 50 percent 
of estimated production in the United States. 
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The foreign demand for United States rice is so great that the Department 
found it necessary last September to put this commodity under export allocation 
and control. 

PRODUCTION GOALS AND ASSISTANCE TO FARMERS 


Production goals 


Production goals are one step in the process of getting production in balance 
with requirements. Goals involve not only the problem of changes in total output 
but also shifts to crops for which the need is the most urgent. 

lo get the desirable level of production of the right crops from an industry 
as widely dispersed as agriculture requires careful advance planning on a national 
basis. It requires cooperation of all agencies and coordination of all activities. 

Considerations which must be weighed correctly from a national basis in 
establishing goals include: 


1. Requirements for agricultural products, both at home and abroad. 

2. Capacity of the land to produce under present and probable future 
situations as to labor supply, machinery, fertilizer, pesticides, and other 
production facilities. 

3. Marketing factors such as transportation, storage, processing, and 
containers. 

4. Prices which are adequate to bring forth the needed production. 

5. Interrelationships of competing crops. 


Establishment of goals is not the final step. Current review of progress must 
be maintained in order that programs may be developed, prices adjusted, or 
production or marketing facilities provided to achieve the production pattern 
established. 

The State and county agricultural mobilization committees are responsible for 
developing plans to carry out programs to get goal information to farmers for 
use in planning their operations. Agencies represented on the committee make 
important contributions by working with others to carry out State and local 
programs to assure that all farmers: 


1. Are acquainted with the goals. 
2. Know why goals are set at certain levels. 
3. Attempt to produce in accordance with the goals. 


The goal level of production can be met only if the producer is backed by a 
concerted effort on the part of those who are responsible for furnishing overall 
guidance. 

The major production problem in 1952 was to get enough production of feed 
grains, especially corn, to support expected 1953 livestock numbers and to build 
up reserve supplies. Goals for feed grains were set at 8 percent above the 1951 
level, the maximum increase considered practical. Emphasis was placed upon 
getting increased feed grain production in proper coordination with the grass- 
lands program in order to keep soil depletion at a minimum and to build up soil- 
productive capacity, where possible, to meet the demands of a continued high 
level of production of feed grains. 

There is a very definite need for increased production of feed grains. Present 
stocks of feed grains were largely accumulated from the 1948 and 1949 crops. 
They are down one-third from the stocks following those harvests and are the 
smallest since those at the end of the 1947-48 season. Carryover reserves wer« 
reduced in both the 1950-51 and the 1951-52 feeding years, so that the stocks 
remaining now are too small to provide much cushion against a poor crop. In 
the face of prospective continued strong demand for livestock, poultry, and dairy 
products, it is essential that feed grain production be maintained at a high level 

The 1952 goals for most other crops were about the same as for 1951. 

The table below reflects 1952 acreage goals, estimated 1952 planted acreage, 
and 1953 preliminary acreage goals for some of the major crops: 
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1952 esti- 








1952 goals | mated plant-| 1953 pr 

ed acres mary 

1,000 acres 1,000 acres 1,000 a 
Cotton san 28, 000 26, 460 22, Rix 
Corn.... " eseetnn ate . 89, 000 83, 369 RS, OOK 
Wheat 77, 940 | 77, 541 1 72, 00K 
Oats ss : 41, 600 | 43, 052 3, OK 
Barley . as 12, 865 9, 567 2, (0K 
Sorghums for grain (harvested) ‘ ieiniecinenceitinaitieimaiintadins 10, 000 5, 229 10, 5x 
Soybeans for beans (harvested “ 13, 000 | 13, 906 13. 50s 
Flaxseed 4,000 | 3, 585 | x 
Dry edible beans el xe s&s Riainikite diac 1, 620 | 1, 372 1, 7% 
Rice : ; Pond 1, 971 1, 995 2’ 07 
Sweet potatoes_._. 7 472 | 343 428 
Potatoes 4 -| 1, 475 1, 438 1, 44 

! Final. 


The acreage allotments established under the marketing-quota programs wer 
assumed to be the goals for tobacco and peanuts. 


Assistance to farmers 

The program for increased production has been implemented by a program 
of assistance to farmers in obtaining the needed production materials and facilities 
In connection with this phase of the program, farmers have been given assistanc: 
in getting labor, pesticides, fertilizers, equipment, machinery, and other item: 
needed to bring crops through harvest. 

Farm labor.—Availability of manpower is a major factor affecting production 
Experience has proven that agriculture is the first to feel the impact of expanding 
industrial employment. This, coupled with the induction of men into the Armed 
Forces, could at any time create a manpower situation that would jeopardize the 
continued high production of food and fiber. 

The Department participated in getting an established policy with respect 
to the recruitment of agricultural workers both for industry and the Armed Forces 
The policy established by Defense manpower policy No. 6 is to minimize the effect 
of reduction of workers, especially year-round and key workers in skilled categories 
where shortages are becoming progressively more acute by taking and encouraging 
the taking of action which will aid in achieving the following objectives: 

1. Providing information on production plans and programs, manpower- 
requirement estimates and production progress to manpower agencies for use i! 
program planning and recruitment campaigns. 

2. Providing production information to Selective Service, employers, and 
registrants for use in selective-service classification. 

3. Carrying out programs to assure fullest use of manpower by providing 
supplies of equipment, repair parts, fertilizers, pesticides, and other production 
goods at the right places at the right times. 

Materials and facilities —The Production and Marketing Administration, as 
claimant agency for agriculture, develops requirements for the materials and 
facilities, including equipment and supplies, needed to produce, harvest, process, 
package, and distribute food and fiber and presents these claims to appropriate 
control agencies. 

State committees submit periodic appraisals on the following materials and 
facilities—farm machinery and equipment, construction materials, general farm 
supplies, repair-shop supplies, irrigation water equipment, processing materials, 
fertilizers, pesticides, containers, fuels, electrical and transportation equipment. 

The appraisal includes the following types of information: 

1, Any shortages of needed materials and facilities (existing or anticipated 

2. Any difficulties or dislocations in the norma] patterr of distribution (existing 
or anticipated) ; 

3. The distribution level at which the shortage or difficulty exists or is in 
prospect; 

4. The extent of the shortage or difficulty; 

5. The probable cause of the shortage or difficluty; 

6. Estimate of probable duration of the situation reported; 

7. Extent of shortage or difficulty—whether it applies to all materials or facili- 
ties of a given type or to specialized products only; 
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8, An objective estimate of the degree to which the shortage or distribution 
\ifficulties are likely to adversely affect agricultural production; 

9, Any indications of unexpected abundance or surplus of key materials or 
facilities which are considered generally to be in short supply. 

This type of information enables the Department to develop programs to 
jivert materials and facilities to deficit areas and to make the maximum use of 
ivailable supplies thereof. 











Fertilizers and pesticides 
Continuing studies are made of the fertilizer and pesticide situation to determine 
requirements and methods of making the best use of the available supply. 










MAINTENANCE OF COTTON ACREAGE DATA 













The 1952 appropriation act included language providing $1 million for measuring 
wcreage planted to cotton regardless of whether marketing quotas were in effect. 
This language was included in recognition of the need for maintaining accurate, 

irrent- acreage data to be used in the event marketing quotas became necessary 
n establishing individual farm ailotments so as to reduce to a minimum inequities 
vhich might result in the absence of adequate data. 

The funds provided were not sufficient for actual measurement of acreage 
lhe Congress was so advised by the Department but was assured that within 
available funds, every effort would be made to keep up to date records in lieu of 
actual measurement. At the request of the Department the language was elim- 
nated from the 1953 appropriation act with the understanding that work on 
maintaining cotton-acreage date would be continued. 

The procedure for determining the 1951 cotton acreage on individual farms 
provided the following: 

1. A survey card was furnished by the county PMA committee to each 
farm having a 1950 cotton-acreage allotment or any other farm on which cotton 
vas planted in 1951. . 

2. The owner or operator of each farm was asked to return the survey card to 
the county PMA committee reporting the 1951 planted cotton acreage and 
production, cropland, and total land in farm. 

3. The owner or operator was given an opportunity to indicate on the card 
whether he desired that the 1951 cotton acreage be measured by the county 
PMA committee at his expense. If he so indicated, the county PMA committee 
designated a performance reporter to measure the cotton acreage on the farm, 
provided the owner or operator paid the actual cost of this service. 

4. After a reasonable length of time the county PMA committees were in- 
structed to check their list of owners and operators reporting 1951 cotton acreage 
on the survey card. Those not reporting during such period were given a second 
opportunity by the county PMA committee by mailing them another survey card. 

5. The county committee arranged for a review of the acreage reported on the 
cards by the community committee if overstatements of acreage were apparent. 
If the community committee believed that the actual acreage on a farm was 
different from the reported acreage, a notation showing the committee’s estimated 
acreage was made on the card and the owner or operator advised of such estimated 


acreage. 






































PROGRAM ADMINISTRATION 












The agricultural production programs are administered in the county by elected 
county and community committeemen and in the State by a State committee 
appointed by the Secretary, which is composed of resident farmers. 

Administrative expense allocations to States are based upon workload indicators 
for the previous year adjusted to reflect any contemplated changes in program 
operations. 

A weight is assigned to each factor to be used in arriving at the total financial 
requirements for State and county office operations and funds are distributed 
among the States on that basis. 

The following tables set forth the workload data derived from operating statis- 
ties upon which fiscal year 1953 allocations were based for tobacco and peanut 
acreage-allotment and marketing-quota programs and for production goals and 


assistance to farmers. 
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Agricultural adjustment programs 


ont» va ea dene oie ee $9, 995, 78 
 eenan 2th dnapadiiios Gana aa 8, 000, 009 


Base for 1954 . 
Original budget estimate, 1954_____- 


Decrease in original budget estimate i ets wate cede on, | ee, TA 


Base for 1954__- , , Bevtas _ 9, 995. 78) 


Proposed transfers from other appropriations a Fsunipa wang 3, 150, 000 


Revised base for 1954- 


Revised budget estimate, 1954_ we cen Hen ce Obra ~ werd 35, 600, 000 





Increase, revised budget estimate compared with revised 
base _ 9 


Project statement 





1953 (esti. 1954 original | 1954 revised we 
Project mated budget esti- | budget esti- a Sa ti. 
= mate mate 1 iyeneey | 
mate 


























1. Acreage allotments and marketing quotas $10, 500, 000 $6, 000, 000 

2. Production goals and assistance to farmers 1, 842, 531 | 1, 196, 750 

3. Determination of cotton acreage 803, 250 803, 250 
Total available or estimate. ___.._- _..| 18,145, 781 8, 000, 000 | 


Reductions pursuant to sections 411 and 412_- +4, 219 
Proposed transfers from other appropriations...| —3, 150, 000 | 
| | 
: o ioe | 

Total appropriation..................--..- 10, 000, 000 
| 









EXPLANATION OF PROPOSED INCREASE OveR ORIGINAL BupGetT EstTimMatr, 1954 


The proposed net increase of $27,600,000 in this item over the original budget 
estimate consists of the following: 

(1) An increase of $29,250,000 under the project, “Acreage allotments and 
marketing quotas’”’ due to work in connection with acreage allotments and market- 
ing-quota programs on the 1954 crops of wheat and cotton and such preparatory 
work as may be necessary in connection with such programs on the 1955 crops 

It appears that the supply situation on wheat and cotton will require the proc- 
lamation of acreage allotments and marketing quotas on the 1954 crops in accord- 
ance with law. Preparatory work on these programs will have to be started in 
the fiseal year 1953. The work of establishing acreage allotments and the admin- 
istration of marketing quotas for the 1954 crops, exclusive of such preparatory 
work as is done in 1953, will be accomplished in 1954 as well as such preparatory 
work as is required for the 1955 crops. 

(2) A decrease of $846,750 under the project “Production goals and assistance 
to farmers’’ due to elimination of all work on production goals. The amount of 
$350,000 remaining in this activity is for assistance to selective service boards. 
PMA State and county committees assist selective service boards by securing 
information on the type, scope, and importance of farming operations dependent 
on farmers subject to the draft or those already in the Armed Forces. This 
service is designed to reduce the disturbance of agricultural production by the 
drafting of farm labor or management to a minimum. 

(3) A decrease of $803,250 due to elimination of the project ‘‘Determination 
of cotton acreage.’’ The 1952 Agricultural Appropriation Act included language 
providing funds for measuring acreage planted to cotton regardless of whether 
marketing quotas were in effect. This language was included in recognition of 
the need for maintaining accurate, current acreage data to be used in the event 
marketing quotas became necessary in establishing individual farm allotments 
so as to reduce to a minimum inequities which might result in the absence of 
adequate data. 

The funds provided were not sufficient for actual measurement of acreage 
The Congress was so advised by the Department but was assured that, within 
available funds, every effort would be made to keep up-to-date records in lieu 
of actual measurement by means of survey cards submitted by farmers to county 
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PMA committees reporting on planted cotton acreage in production, cropland, 
and total land in the farm. At the request of the Department the language was 

minated'from the 1953 Appropriation Act with the understanding that work 
on maintaining cotton acreage data would be continued. 

Since it is probable that acreage allotments and marketing quotas will be 
required on the 1954 crop of cotton, provision for this type of cotton acreage 
reporting is eliminated in the 1954 budget on the assumption that it will be 
necessary through other means of financing to obtain current data on cotton 
acreage and to provide other expenses necessary to administer an acreage allot- 
ment and marketing quota program on the 1954 crop of cotton. 


REVISED ESTIMATES 


Mr. Anpersen. In order to make the record clear on this item, Mr. 
Gordon, I want to point out that we have received two revisions of 
the original estimate as follows: 

The original estimate provided an amount of $8 million; the first 
revised estimate presented in the Secretary's statement of March 26 
called for $6,350,000; and the second revised estimate received today 
amounts to $35,600,000. 

Now, Mr. Gordon, will you briefly summarize the reasons for these 
changes? 

Mr. Gorpon. The first change was made as the result of the elimi- 
nation of the work on production goels which had been in progress. 
That reduced it about $2 million, and then we had to provide about 
$350,000 for work with selective service, work that should be con- 
tinued. That gives you a reduction of $1,650,000. 


SELECTIVE SERVICE STUDIES 


Mr. ANDERSEN. Just what is the work in connection with selective 
service? 

Mr. Gorpon. That is helping to determine who should be deferred 
by selective service on account of the importance of their work on 
the farm in connection with the production of agricultural commodi- 
ties. 

Mr. ANDERSEN. Will the Selective Service take your recommenda- 
tions under advisement in any way? 

Mr. Gorpon. Yes. There has been, as I understand it, a very 
good working relationship out there, and Selective Service themselves 
would like to have it continued. 

Mr. Braswetu. Actually the request comes from the Selective 
Service for those recommendations. 

Mr. ANDERSEN. I am one of those who feels that the Selective Serv- 
ice has given little, if any, consideration to the needs of agriculture 
as far as labor on the farms is concerned. Special consideration must 
be given these young men who have grown up on the farms and who 
really know how to work with the intricate machinery required nowa- 
days. What do you propose to do with this $350, 000? 

Mr. Gorpon. That is to continue the work in connection with this 
deferment program. 

Mr. ANDERSEN. To continue the work? 

Mr. Gorpon. Yes, sir. 

Mr. ANDERSEN. Have there been any results along that line? 

Mr. Braswetu. The work is done by the county committees 
primarily with the local selective-service boards. The work divides 
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itself into two general sections. First of all is advising the Selective 
Service Board on matters pertaining to what constitutes full employ- 
ment for a farm, determining the number of farm work units, as 
they call it, and, secondly, a review of individual cases that come up 
for deferment to determine whether or not in the county committee's 
opinion—not our opinion here—as it is a local job which the county 
committees handle, a person who has asked for deferment, or who is 
already in the Service and asks for release, is needed in the operation 
that is being carried on on the farm that he is supposed to go to and 
devote his work. 

Mr. ANDERSEN. Mr. Braswell, I consider that very commendable. 
But I have not noticed many results so far. 

Mr. Braswe.u. I would have to answer that this way, that to 
many of us in agriculture it seems that not enough people are being 
deferred. 

On the other hand there is an appreciable number who, as a result 
of this work by the county committees, are deferred at least to the 
end of the crop season, or until further arrangements can be made. 
Some of them are deferred indefinitely and are left on the farm to 
carry on essential work. So, we have those categories of action that 
result from this type of assistance. 

Mr. Anpersen. Will you continue, Mr. Gordon. 


ACREAGE CONTROLS ON WHEAT AND COTTON 


Mr. Gorpon. The increased request grew out of the realization that 
there was very little likelihood that we could escape acreage controls 
on wheat and cotton. 

Mr. ANDERSEN. You are referring to your latest. revised estimate? 

Mr. Gorpon. That is right. 

Mr. AnpERSEN. Calling for $35,600,000? 

Mr. Gorpon. That is right. 

Mr. AnNpERSEN. Are you fairly certain today that you are going to 
institute acreage controls and marketing quotas on wheat and cotton? 


= 


WHEAT PRODUCTION RECORD 


Mr. Gorpon. Well, for quite a long while it looked like weather 
conditions were such that it might be avoided on wheat, but the last 
report indicates a 13-percent increase over the estimate of December, 
amounting to over 103 million bushels additional of wheat, and that 
pushes the figure up so high that it does not seem that any emergency 
situation that could arise which would justify refraining from calling 
for acreage allotments. 

Mr. Horan. That makes a total of over a billion bushels. 

Mr. Gorvon. Yes, sir; over a billion bushels. 

Mr. Anpersen. And, if anything, future reports are apt to be still 
higher, as far as production is concerned. 

‘Mr. Gorvon. Yes, you see, 920 million plus 103 million would 
bring it up to 1,023,000,000. 

Mr. ANDERSEN. So, you consider that it is practically certain that 
we are going to have acreage controls and marketing quotas on wheat? 

Mr. Gorpon. Yes; that appears inevitable unless we deliberately 
determine that an emergency exists that would justify a failure to 
call for them, and we do not see it in the picture. 
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Mr. ANDERSEN. At what date do you anticipate you will make the 
announcement? 

Mr. Gorvon. The announcement has to be made the Ist of July. 

We feel this way: that on account of the tremendous amount of 
work involved and the tremendous importance of this work that if 
we are to have acreage allotments, we cannot afford to fail to go 
ahead—we just must go ahead and undertake this work at this time 
in preparation for it, because you know that within a couple of weeks 
after that announcement the information has to be in the hands of 
the farmers so that they can vote in the referendum on acreage allot- 


ments. 











TRANSFER OF FUNDS 














Mr. ANDERSEN. The request which has just come from the Budget 
for a transfer of $3,150,000 is for the purpose of commencing this work 
prior to July 1, is that right? 

Mr. Gorpvon. That is right, sir. 

As you know, these acreage allotments have to start here with 
BAE figures w hich must be broken down to the indiv idual farm, and as 
there are 2,100,000 involved, it is a tremendous task, and will take a 
tremendous amount of work not only in Washington, but at the State 
level and at the county level and right down to the community level. 

Mr. ANDERSEN. When you mention 2,100,000 farms, does that in- 
clude cotton farms as well as wheat? 

Mr. Gorpon. No, sir. 

Mr. ANDERSEN. I presume you are going to use some of this money 
getting ready for cotton. 

Mr. Gorpon. Of the $3 million, of this first amount, there will be 
$240,000 used on cotton. 















PRODUCTION RECORD 





COTTON 













On cotton, if we have a 1953 crop which is in excess of 13 million 
bales, then acreage allotments and marketing quotas are going to be 
inevitable on cotton. 

As a matter of fact, on wheat I might say that we are supposed to 
have acreage allotments every year, and they were suspended, as you 
know, and were not restored until this situation developed which 
makes it necessary. 

Now, on cotton we have no data there, but trade sources are 
estimating a larger crop in 1953 than we had in 1952. They are 
estimating something over 15 million bales—between 15 million and 
16 million bales. If that develops, of course, acreage allotments and 
marketing quotas are absolutely inevitable. 

Mr. Hunter. On the basis of plantings to date? 

Mr. Gorpon. Based on trade estimates of what will be planted. 

Mr. Hunter. It appear that in California we are likely to have 
more cotton this coming season than last. 

Mr. Gorpon. It seems to be true pretty generally that there will 
be. I do not have the exact figures, but it seems to me that there is 
a 13-percent increase anticipated i in cotton plantings, and if so we will 
have a larger crop, assuming normal weather, than we had this past 
year. 

Mr. ANDERSEN. Do you have any questions on the cotton program, 


Mr. Whitten? 
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Mr. Wuirren. I feel that we should begin work as soon as possible 
on a determination of cotton acreage. 

Personally, I feel we would save money and help the program if we 
would go ahead and have some measurement of the cotton acreage 
this year, and I suspect the same thing applies to wheat. It costs 
you more money for the moment to actually measure the acreage, but 
I think it would save you many headaches and much money in the 
future for apparently we are to be faced with limited production next 
year. 

STATUTORY AUTHORITY FOR ACREAGE CONTROLS 


What years would you use in setting acreages for next year? 

Mr. Gorpon. Mr. Braswell, will you answer that? 

Mr. BrRasweE.u. 1947, 1948, and 1949. 

Mr. WuirtEeNn. 1949 was excluded by act of Congress. 

Mr. Braswewi. Yes. We would also include 1950, 1951, and 1952. 

Mr. Gorpon. 1953 is not included. 

Mr. BrRaswELL. 1953 is not included for 1954 quotas. 

Mr. Wuirren. Is that by special act of Congress? Why would 
not 1953 be included in next year’s determination of acreage? I want 
the record clear on this matter for I have had many inquiries about it 
I would like, Mr. Braswell, for you to check with the Solicitor so we 
will be sure that everybody agrees. 

Mr. Braswe.u. We did check that with the Solicitor. I have asked 
for the statutory requirement covering it. 

Mr. Wurrren. | would like to have such provision inserted here in 
the record. 

Mr. Braswe... I will supply it for the record. 

(The matter referred to follows:) 

Src. 344. (a) Whenever a national marketing quota is proclaimed under section 
342, the Secretary shall determine and proclaim a national acreage allotment for 
the crop of cotton to be produced in the next calendar year. The national acreage 
allotment for cotton shall be that acreage, based upon the national average yield 
per acre of cotton for the five years immediately preceding the calendar year in 
which the national marketing quota is proclaimed, required to make available 
from such crop an amount of cotton equal to the national marketing quota (7 
U. 8. C. 1344 (a)). 

Mr. BrasweE tu. 1953 is not included primarily because the data 
on total acreage planted and the production is not available when 
we announce the quotas for the 1954 crop. 

Mr. Wuirren. You always skip the immediately preceding year 
because the figures are not yet in? 

Mr. Braswe ut. That is right. 

Mr. Gorpon. 1949 is excluded by statute. 

Mr. Wuirren. It is my understanding that 1953 acreage will 
count as to determination on particular farms within the State, and 
for that reason it is important that this be understood. 

Mr. Hunter. The statutory authority, as 1 understand it, is 
subject to more than one interpretation. One interpretation is that 
the base period includes 1947. Another interpretation is that the 
base period goes back 5 calendar years, 1952 to and including 1948. 

Mr. Gorpon. Because of the elimination of 1949 you have to go 
back an additional year. 
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SOURCE OF FUNDS * 








Mr. AnprrRsEN. Mr. Gordon, you have available some money 
this time for these operations, do you not? 

Mr. Gorpon. $1,350,000. 

Mr. ANpperRsEN. Where will you get this proposed transfer of 
$3,150,000? Out of what funds? 

Mr. Ropertrs. There is a reserve now, Mr. Chairman, from the 
emergency channel restoration program of $926,000. Also in reserve 
from the flood restoration program there is $2,228,000 both of which 
we discussed the day the Secretary was up here. From those two 
funds, plus the $1,350,000 which is already in agriculture production 
programs appropriation, it would be possible to provide sufficient 
funds to take care of this work on acreage allotments and marketing 
quotas. 













ACCURACY OF ACREAGE ALLOTMENT MEASUREMENTS 






Mr. Wuirrten. I might, for the purpose of further discussion, repeat 
here some facts that were raised in a letter to you, Mr. Gordon, by 
my colleague from Mississippi, Hon. Thomas G. Abernethy. 

Mr. Abernethy pointed out some of the problems which developed 
under previous controls, and I quote: 

Farmers were required to report on the acreage planted to cotton and other 
relevant crops in the preceding years and these voluntary figures were, in most 
cases, the only data available. It was impossible to reconcile the figures thus 
submitted by farmers with the official reports of the Bureau of Agricultural 
Economies and it became necessary to apply an almost arbitrary reduction figure 
to the farmers’ estimates. This had the inescapable effect of penalizing unjustly 
those farmers who had correctly and honestly reported their history and resulted 
in a situation that was unsatisfactory to the Department, to Congress, and to 


the farmers affected. 

According to the best estimates I have been able to obtain, the cost of obtaining 
the farmers’ reports, analyzing and tabulating these reports, making special BAEK 
estimates of cotton acreage by counties, a function the BAE estimating system 
is not set up to do, and then making the necessary adjustments and readjustments 
of farm and county acreage to bring about some measure of agreement between 
the BAKE figures and the farmers reports—cost about as much as it would have 
cost to actually measure cotton acreage, and resulted in figures that satisfied 
virtually no one. 

In that connection, I would like for you to explain in detail what 
you expect to do with the $240,000 you are asking for immediate use 
and what action you plan in the next fiscal year in regard to this and 
at what time. 

Mr. Beacu. I might comment on the $240,000. It is simply to 
hold one series of instructional meetings and get ready for the actual 
compilation of basic data. The actual work will take place in fiscal 
year 1954. The amount of money in the estimate for fiscal year 1954 
for the cotton-acreage allotments is $15,469,000. The bulk of work 
will be done on cotton in fiscal year 1954. The estimate does not 
include the measurement of the 1953 acreage. 





































MEASUREMENT OF 1953 ACREAGE 





Mr. Wuairren. You say the 1953 acreage will not be counted insofar 
as next year’s acreage determination by States is concerned. Would 
it be picked up the following year and get into the picture? 
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Mr. Breacn. Yes, sir, it would be picked up in the following yea: 
so far as the calculations are concerned. 

Mr. Wuarrren. If we are going to have controls, should we ignore 
1953? Should you not make some effort to measure the cotton 
so that we will know what it is, even though it is not in the pictur 
for next year’s acreage by States? Since it will be later and will 
figure in individual farm allotments later, do you not think that we 
certainly should measure it now so that we have the opportunity 
to get this information accurate ‘ly? Some of us remember what we 
went through when we last had acreage controls. 

Mr. Gorpon. | recognize the desirability of what you are talking 
about, and having talked with Congressman Abernethy, as well as 
having received his letter, 1 have asked that the matter be given very 
careful consideration in arriving at a decision as to whether we would 
ask for additional funds for that purpose. We brought Mr. Short 
into the picture because of his background in cotton and his knowledge 
of the problems. There was quite a group of folks who discussed this 
matter and Mr. Braswell acted as chairman of the discussion group 
They spent one entire morning discussing it, and I would like for him 
to briefly tell us the details of that discussion. 

Mr. Wuairren. | will be glad to have it. Mr. Abernethy and | 
went into this matter several times before, and he discussed this letter 
with me. 

Mr. BraswevL. Mr. Whitten, when we were considering this, we 
found that the cost of measuring 1953 acreage would be an additional 
$6 million; that would be the very minimum that could be antici- 
pated. Now, for allotments, the year 1953 does figure in for your 
farm history on individual farms. You take the years 1947, 1948, 
1950, 1951, and 1952. Now, the maximum allotment that any farm 
could have could be, conceivably, the highest acreage for any one of 
those years. If we measured 1953, we would still have not measured 
1951 and 1952, and they were the vears of the high production goals 
for cotton. ‘They were the years when everyone was asked that all 
the acreage possible be planted. 

Mr. Wuirren. Everyone was not doing so, however. I was urging 
them not to do it, because it was so clearly apparent that they should 
not unless the Government was going to stockpile the excess. It 
was apparent there was no firm market for such production. 

Mr. Braswe.u. Farmers were being entreated to plant more cotton 
by the agricultural agencies. So, that would leave you only with the 
1950 acreage measure, with no yardstick on 1951 and 1952, from which 
you would normally expect to get your maximum acreage on the farm 
for any one of those years. 

Mr. Wuirren. So far as time is concerned would it be better to 
exclude 1953 by law from being counted in determining the acreage? 

Mr. Braswe Lu. It might be excluded by law. 

Mr. Wuirren. What would be the attitude of the Department on 
such an effort? If you are not going to measure actual acreage in 
1953, even though you have the opportunity, would it not be better 
to exclude such year as to the individual farm and add to the next 
year? If you announced you were going to exclude it, would that in 
turn help to hold down this overplanting that so many people are 


doing? 
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Mr. Braswe... I doubt that it would at this time. I think most 
people have made their cotton arrangements and bought their ferti- 
lizer. and other things. 

Mr. Wuirren. It is too late to effect that? 

Mr. Braswe.t. I think that was done once before, in 1949, and it 
did not have much effect on the acreage planted. 

Mr. Wuirren. Many of us urged such action earlier. You might 
continue your statement. 

Mr. BraswetL. Those are the primary reasons. The fact that 
even though we measured for 1953, we would not have 1951 and 1952, 
which were the heaviest planting years we had, and then we also have 
the fact that we do not know how long acreage control may be neces- 
sary, and if the situation developed whereby we used it for only 1 year, 
then the information obtained for 1953, with the expenditure of $6 
million, would not be very usable. It was the combination of those 
factors that led us to believe that it was not absolutely essential that 
the $6 million be included in the budget estimate. 

Mr. Wuirren. What is your idea about the comparative cost? 
The cost of trying to reach a determination through other means 
might be just as great as actual measurement. 

Mr. Braswe... I do not know; that is aw fully hard to determine. 
It would be nice, and, certainly, the Department would not object to 
having either the authority or the money to measure acreage in 1953, 
but just looking at it on the basis of what we could get by with and 
the minimum funds nec essary, it would not seem to be the best course 
to follow. 

Mr. Wuirren. You did not request that of the Bureau? 

Mr. Bracu. No, sir. 

Mr. Wuirren. I would like a little more detail as to what you are 
going to do with the $240,000, and whether that will be worth the 
money spent if you are not going to measure. 

Mr. Beacu. That $240,000 is solely for the purpose of holding a 
meeting in each one of the 1,021 cotton counties with the county com- 
mitteemen, in getting them instructed as to the procedure to be 
followed in assembling the basic data—not by measuring but by 
other means necessary to arrive at individual farm allotments. That 
is the purpose of it, and the desirability of doing it before June 30 is 
the reason for the request for $240,000 ‘this year. 

Mr. Wuirren. That is money which you had originally, but which 
the Department said would not be used for that purpose. However, 
you have now changed your mind and decided you need it. 

Mr. Bracn. No, sir; we did not have in this appropriationTany 
money for cotton acreage allotments and marketing quotas. 

Mr. Warrren. But heretofore it has been the custom to car ry some 
money in a fund to reach determinations, as shown by your own 
justifications. 

Mr. Bracu. The $803,250 that we have been using was for the 
“post card” service in determining the cotton acreage planted. 

Mr. Wuirren. How far will you get with $240,000 when an $800,000 
expenditure has not done much of a job? 

Mr. Beracu. This is for holding the first instructional meeting. The 
rest of the money for the job will come out of the 1954 estimate, and 
that is when farmers will be contacted either in a group, or individually, 
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by committeemen to determine their acreage history for the base 
period. 

Mr. Wuirren. If the Congress should see fit to provide funds for 
such measurement this calendar year, which would make money 
available from July 1 on, would you be able then after the ist of July 
this year to measure actual cotton acreage for this year? 

Mr. Bracu. I would think so; yes, indeed. 

Mr. Wurrren. You would be able to do it? 

Mr. Beacu. Yes, sir. 

Mr. Wuirren. So, we do not have to cross that bridge right at the 
moment in this supplemental? 

Mr. Bracu. No, sir. That was the point on the $803,250 too, Mr. 
Whitten. That would be used entirely in a fiscal year, because you 
would not be faced with the necessity of meeting a deadline date for 
quotas. 

Mr. Wuirren. I hope this matter will have the attention of the 
committee in the regular bill for we need this measurement now. 

That is all, Mr. Chairman. 

Mr. AnperseEN. If there are no further questions, that will conclude 
our hearing on this portion of the bill. 
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